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World Economic Report, 1950-51 is the fourth in a 
series of comprehensive reviews of world economic 
conditions published by the United Nations. These re- 
ports are issued in response to General Assembly reso- 
lution 118 (II) in which the Secretary-General was 
requested to prepare annual factual surveys and analy- 
ses of world economic conditions and trends. Like the 
earlier publications, the present report is intended to 
meet the requirements:of the Economic and Social 
Council and other organs of the United Nations for an 
appraisal of the world economic situation as a pre- 
requisite for recommendations in the economic field, 
as well as to serve the needs of the general public. In 
its preliminary form, the report was made available 
in April 1952 for the fourteenth session of the Eco- 
nomic and Social Council and to Members of the United 
Nations. 


_ The present report analyses major developments in 
“) domestic economic conditions and in international trade 
~ and payments during 1950 and 1951. Detailed analyses 
\ of trends in production are provided in a separate pub- 
lication entitled “Recent Changes in Production”. Com- 
prehensive information concerning developments in 
Europe, Asia and the Far East, and Latin America is 
contained in the regional economic surveys prepared 
by the secretariats of the regional economic commis- 
sions concerned with these three areas. Additional brief 
Surveys entitled “Summary of Recent Economic De- 
velopments in Africa” and “Summary of Recent Kco- 
nomic Developments in the Middle East” are being 
made available as supplements to the present report. 


The introduction to this volume highlights world 
economic developments during 1950 and 1951 and sets 
out major problems calling for national] and inter- 
national action. Part I of the report analyses changes 
in the domestic economic situation in the three broad 
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groups of countries: economically developed private 
enterprise economies (chapter 1); centrally planned 
economies (chapter 2); and economically under- 
developed private enterprise economies (chapter 3). 
Part II is devoted to an analysis of changes in inter- 
national trade and payments. Its four chapters deal 
with the general impact of the 1950 raw material boom 
on international trade and payments (chapter 4) ; and 
the specific changes during 1950 and 1951] in the trade 
and payments of countries which, for the most part, 
are exporters of manufactured products (chapter 5) or 
of primary commodities (chapter 6) ; and of countries 
with centrally planned economies (chapter 7). 


It will be seen from the above that the classification 
of countries in part I is not precisely the same as that 
in part II. Each chapter of the report indicates clearly 
which countries—and, in some cases, parts of countries 
—are included in the scope of analysis of the chapter. 
The countries affected by differences in classification 
in various parts of the report are Australia, Canada, 
China, Germany, Japan and Yugoslavia. The group- 
ing of countries and parts of countries in the various 
chapters is dictated solely by analytical requirements, 
and no political considerations are implied. 


The report was prepared by the Division of Eco- 
nomic Stability and Development in the Department 
of Economic Affairs, with substantial assistance from 
the Statistical Office of the United Nations, which col- 
lected most of the basic statistical data and prepared 
many of the tables. The chronology was drawn up by 
the secretariat of the Economic and Social Council. 
Some of the statistical material was obtained from the 
specialized agencies, notably the International Mone- 
tary Fund, the International Bank for Reconstruction 
and Development, and the Food and Agriculture Or- 
ganization of the United Nations. 


EXPLANATION OF SYMBOLS 


The following symbols have been used throughout the report: 


Two dots (..) indicate that data are not available 

A dash (—) indicates that the amount is nil or negligible 

A blank in a table indicates that the item is not applicable 

A minus sign(—) indicates a deficit or decrease 

A full stop (.) is used to indicate decimals 

A comma (,) is used to distinguish thousands and millions 

A slash (/) indicates a crop year or fiscal year, e.g., 1950/51 

Use of a hyphen (-) between dates representing years, e.g., 1934-38, normally 
signifies an annual average for the calendar years involved, including the beginning 
and end years. “To” between the years indicates the full period, e.g., 1947 to 1949 
means 1947 to 1949, inclusive. 


References to “tons” indicate metric tons, and to “dollars” United States dollars, 
unless otherwise stated. 


Details and percentages in tables do not necessarily add to totals, because of 
rounding. 
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INTRODUCTION 


Highlights 


During 1951, the first full year of widespread re- 
armament activity, the world produced more goods 
than in any previous year. The increase in aggregate 
production between 1950 and 1951 was greater than 
in the production of military goods alone. This made 
it possible for the total supply of civilian goods for 
the world as a whole to rise. 


In the economically developed private enterprise 
economies, production increased considerably from 
mid-1950 to mid-1951. Owing to the influence of such 
factors as rising taxation and deterioration in terms 
of trade, consumption did not increase as fast as pro- 
duction. In fact, the demand for consumer goods fell 
short of existing productive facilities beginning early 
in 1951, so that consumer goods production declined 
and total output levelled off in the second half of 
1951. Although sharp increases in raw material prices 
caused a general upsurge of prices in al] these coun- 
tries, money wages tended to keep pace with the cost 
of living. 

In the centrally planned economies, also, output and 
consumption increased in 1950 and 1951, though con- 
sumption rose less than production. Developments in 
consumer prices varied, rising in countries where in- 
creases in supply did not suffice to meet the growing 
pressure of demand, and declining where the expansion 
of supply was more adequate. 


_In the under-developed countries, production gen- 
erally rose less than the world average, but exports 
increased both in quantum and in price owing to ex- 
panded demand from the industrialized countries. 
Prices also rose considerably in the under-developed 
countries. In some cases this was a result of increased 
pressure of demand caused by expanded domestic in- 
comes derived from larger exports or increased invest- 
ment. In others, factors equally important or more 
important were the pressures exerted on supplies where 
shortages of food resulted from poor harvests, or the 
increases in the domestic cost of imported goods owing 
to changes in rates of exchange. 


Major elements in developments in the balances of 
payments of developed private enterprise economies in 
1951 were a deterioration in terms of trade, and a re- 
versal of the earlier trend towards reduced deficits with 
the dollar area. While most of these countries neverthe- 
less improved their over-all balance of payments posi- 
tion in 1951, difficulties encountered by a few of them 


appeared likely, early in 1952, to have significant reper- 
cussions elsewhere. 


The trade of almost all the centrally planned econo- 
mies was increasingly affected in 1951 by the growing 
deterioration in their trade relations with a large part 
of the rest of the world. As output rose in these coun- 
tries, the volume of their trade with one another in- 
creased, offsetting the decline in trade with the rest of 
the world as a whole. 


Increases in exports and improvements in the terms 
of trade of under-developed countries enabled them to 
expand their imports of both capital goods and con- 
sumer goods in 1951. In the latter part of 1951, how- 
ever, foreign exchange receipts declined because of a 
slackening of foreign demand; in a number of coun- 
tries the resulting balance of payments difficulties led 
by the end of the year to the reimposition of import 
restrictions. 


Background 


To obtain perspective with respect to these events it 
is necessary to take a backward glance at the situation 
as it appeared around the middle of 1950. The first six 
months of 1950 were characterized by rising production 
levels in both private enterprise and centrally planned 
economies, though in some of the former countries there 
existed substantial unemployment and excess produc- 
tive capacity. Domestic prices were rising to some extent 
in a number of countries; these increases, however, 
were generally in the nature of adjustments to changes 
in exchange rates brought about by the widespread de- 
valuations of September 1949. The expansion of pro- 
duction was accompanied by a further growth in the 
volume of international trade and by a lessening of the 
dependence of several areas upon an abnormal level 
of imports from the United States. These developments 
had their counterpart in a reduction of the dollar defi- 
cits which had been the most conspicuous evidence of 
international economic disequilibrium since the end of 
the war. 


The announcements by several governments of their 
intention to undertake extensive rearmament pro- 
grammes following the outbreak of the conflict in 
Korea in the middle of 1950 immediately gave rise to 
a chain of events which had far-reaching effects both 
on national economic conditions and on the interna- 
tional economic situation. Anticipatory and speculative 
buying of all types of goods, especially raw materials, 
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in many countries even preceded the authorization by 
legislatures of increases in arms expenditures. Raw 
material prices rose sharply and, in some cases, several- 
fold within the space of a few months. The general 
economic climate was pervaded by expectations of 
impending shortages and inflation. 


At the end of 1950 it was officially anticipated in 
the United States, where action towards rearmament 
had been taken more rapidly than elsewhere, that ci- 
vilian construction and other forms of normal invest- 
ment would be reduced in order to provide for the 
large-scale investments required for armament produc- 
tion. It was also expected that total civilian consumption 
would have to be cut. Several other industrialized coun- 
tries expected not merely that civilian investment and 
consumption would have to be reduced, but that in- 
creased armament output would encroach upon their 
capacity to export, while the rising costs of imported 
raw materials would cause a deterioration in their terms 
of trade. These developments would, it was feared, tend 
to reverse the recent improvements achieved in their 
balance of payments positions. 


The under-developed countries were concerned that, 
though their opportunities for exporting growing quan- 
tities of primary products at high prices would improve 
their foreign exchange position, they would encounter 
difficulties in increasing the imports of consumer goods 
and capital goods which they would require to meet 
rising domestic demand and to sustain their investment 
programmes; and that these difficulties would cause 
inflationary pressures and hamper their efforts towards 
economic development. 


What did, in fact, take place during 1951 in all of 
these spheres ? 


Industrial production 


The tempo of the world’s industrial activity quick- 
ened considerably during the twelve months which fol- 
lowed the outbreak of hostilities in Korea. During the 
second half of 1951 the level of world output reached 
at the middle of the year was at least maintained. This 
increase reflects primarily an upward surge in produc- 
tion in the developed private enterprise economies and 
the centrally planned economies. The rate of increase 
in production in these two groups of countries depended 
largely upon the amount of unused productive capacity 
at mid-1950, or upon the additions to capacity resulting 
from investment or on the rate of increase in the pro- 
ductivity of labour. In the under-developed countries, 


as a group, the level of industrial production increased 
less than the world average. 


In the economically developed private enterprise 
economies, industrial activity was stimulated between 
mid-1950 and mid-1951 not only by military expendi- 
tures but by several waves of hoarding by industry and 


i 
' 
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consumers. Manufacturers sought to lay in stocks of | 


key raw materials on a scale which would permit them 


to continue operations during the period of anticipated | 
stringency ahead—bearing in mind particularly the in- | 
creased purchases of governments for strategic stock- | 


piles. In addition, they raised their investment in fixed 
capital in anticipation of a growing demand generated 
by increased arms expenditures. Speculators hoarded 
goods of all types on the assumption of a later appre- 


ciation of their value. Consumers bought in excess of | 


current requirements in the belief that there would be 
shortages of durable goods and that even non-durable 
goods were bound to rise in price. All of these factors 
contributed to the rise in production in these countries 
which occurred between 1950 and 1951 and in most 
cases the rise in over-all national output was greater 
than in the production of armaments alone. 


The rate of growth in industrial production in these 
countries during the second half of 1951 and early in 
1952 appears to have slowed down considerably. While 
the production of armaments and investment goods con- 
tinued to rise, the output of consumer goods dropped. 
Several factors operated to limit the growth of con- 
sumption. There were increases in taxation or reduc- 
tions in consumer subsidies; deterioration in terms of 
trade; relative shifts in the distribution of income in 
favour of profits, especially profits in export industries; 
and declines in the proportion of income net of taxes 
which consumers chose to spend on consumption goods. 
Most industrialized countries were affected by one or 
more of the above factors, with the result that the pro- 
duction of consumption goods fell below available 
productive capacity and pockets of unemployment made 
their appearance in consumer goods industries. 


In the centrally planned economies, increases in in- 
dustrial production in 1951 were generally in line with 
their economic plans. In view of the over-fulfilment of 
earlier economic objectives, and to accelerate the growth 
of their economic and military potentials, several of 
these countries raised their production targets. In a 
number of them the rapid pace of industrialization com- 
bined with relatively poor harvests to cause severe pres- 
sure on supplies of food, and to bring about the rein- 
troduction of rationing for some commodities, while in 
others, particularly the Union of Soviet Socialist Re- 
publics, the rise in the supply of consumer goods made 
it possible for consumer prices to be reduced. Steps 
were also taken to adapt the structure of production 
in each of the countries to the import requirements and 
export possibilities of the other countries within the 
group so as to expand their trade with one another and 
reduce the effect of the growing deterioration in trade 


relations between them and a large part of the rest of 
the world. 


The course of industrial production in the under- 
developed countries js perhaps best appraised when 
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Source: Statistical Office of the United Nations es national Re 
a Mining and ‘manufacturing only, where separate data are avala 
b eae data for less than the full year 1951, compared with the corresponding period of 1950. 


viewed against the background of developments over a 
somewhat longer period. During the Second World 
War, some of these countries—primarily those which 
already had some basis for the growth of diversified 
manufacturing capacity and which did not suffer war 
devastation—succeeded in expanding their industrial 
potential so as to replace from domestic production 
manufactures which were not available from the in- 
dustrialized countries involved in the war. Since the 
war, however, while their imports of manufactures 
from industrialized countries have risen again, there 
has been little or no further industrial progress in many 
of these countries, and increases in industrial produc- 
tion in the under-developed countries between 1950 and 
1951 were, with some exceptions, small by comparison 
with those achieved by the other countries during this 
period. 


Raw material supply 


The expectations of scarcity on which the raw ma- 
terial boom in the second half of 1950 had been based 
proved exaggerated. Undoubtedly the supply of raw 
materials in the second half of 1950 was not so elastic 
as to be able to absorb without substantial price in- 
creases all the short-term demands for the purposes of 
current consumption, inventory accumulation, strategic 
stockpiling and speculation. And the prices of several 
key raw materials soared. Within a period of a few 
months the prices in international markets of rubber, 
tin and wool rose at unprecedented rates, attaining a 
level two or three times higher than at the beginning of 
the climb. The prices of these commodities began to 
decline again during the early months of 1951, reaching 
a somewhat precarious stability later in the year at 
levels which were still above those of mid-1950. The 
prices of other commodities, less affected by the violent 
fluctuations of the second half of 1950 and early 1951, 
generally rose more steadily throughout the period. 


While there was a substantial expansion in raw ma- 
terial output and supply in 1951, it is clear that such 
declines as took place in raw material prices resulted 
to a considerable extent from the subsiding of earlier 
speculation, from the fall in consumer demand and 
from direct measures taken to limit demand—such as 
the reduction of the rate of strategic stockpiling, the 
introduction of systems of allocation, the administra- 
tive limitations upon raw material end uses and various 
fiscal measures, including increases in taxation. It is 
impossible to say whether in the absence of the limita- 
tions placed on demand there would have developed 
scarcities on a scale which would have impeded pro- 
duction, or whether the boom would have receded in 
any case with the subsiding of earlier speculation—once 


1 See chapter 4 of this report; see also United Nations, Review 
af tea ce Commodity Problems, 1951 (Sales No.: 1952. 
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it was realized that the rate of rearmament was to be 
slower than expected. All that can usefully be said about 
these matters is that, within the framework of controls 
and fiscal measures established by the various govern- 
ments, raw material supplies in 1951 were sufficient to 
allow generally of an even greater expansion of indus- 
trial output in 1951 than had taken place in 1950. In 
fact, at the end of 1951 and early in 1952 some of the 
restrictions on raw material end uses were being re- 
moved in certain industrialized countries, and alloca- 
tions for civilian production were being increased. 


Difficulties did, however, arise in particular countries 
or industries. Thus a shortage of coal developed in 
western Europe; but it did not result in any declines 
in over-all production because requirements were met 
by imports from the United States, though at consid- 
erable cost in terms of dollar resources. Bottle-necks 
in the steel industry in the United Kingdom were more 
serious, and contributed to an actual decline in indus- 
trial production in that country between the first and 
second halves of 1951; to relieve this situation in 1952, 
arrangements were made for imports of steel from the 
United States. 


The crucial fact is that rearmament did not proceed 
at the rates originally announced. However, the phasing 
of rearmament programmes over longer periods than 
anticipated was due to considerations other than short- 
ages of raw materials. They had to do with the time 
taken to secure the necessary budgetary appropriations, 
as well as to determine and install the types of plant 
and equipment required for the production of arma- 
ments; with the effects that the cost of armaments was 
having on the size of national budgets, as well as the 
tax measures required to meet these costs; and with 
questions of foreign exchange needs and their impact 
on balances of payments. Similar considerations bore 


heavily on the changes in policies pursued with respect 
to strategic stockpiling. 


As to the immediate future, it does not appear likely 
that raw material supplies will prove to be the limiting 
factor in relation to further expansion of production. 
Should the current rates of increase in armament 
expenditure and production not be greatly exceeded, 
it may well be that the increase in supplies of primary 
products which materialized in 1951, together with the 
increases in 1952 which will result from investments in 
additional capacity in 1950 and 1951, will suffice to 
meet both civilian and military requirements. 


Food supply 
The world demand for food rose in 1950/51 owing 


primarily to widespread increases in economic activity. 
In Europe, moreover, a number of governments stock- 
piled food during this period. Many of the under- 
developed countries also used significant proportions 
of the increases in their foreign exchange resources to 
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raise their imports of food since it is characteristic of 
these countries that any increases in the money incomes 
of the general population are expended largely on food. 
In several cases, moreover, crop failures necessitated 
additional imports. Despite the general increase in de- 
mand for food, the rise in food prices was less than 
in raw material prices partly on account of inter-gov- 
ernmental agreements tending to stabilize food prices? 
but also because stocks accumulated earlier in the 
United States were drawn upon for increased sales 
abroad. 


At the same time it is to be noted that world sup- 
plies of food continue to increase less rapidly than its 
population and far less rapidly than its output of 
industrial goods, and that for the world as a whole the 
consumption of food per capita is less now than it was 
fifteen years ago. Moreover, inequalities in food con- 
sumption are now greater than before the war; some 
countries enjoy substantially increased supplies of food 
per capita while others have suffered reductions. This 
reflects not only growing inequalities in the distribu- 
tion of world output and income but disequilibrium in 
international trade as well. While certain food import- 
ing countries lacked the foreign exchange resources to 
secure needed supplies, some food exporting countries 
were, as late as 1948 and 1949, concerned with the 
accumulation of surpluses of foodstuffs that could not 
-e disposed of at prevailing prices. In general, there 
do not appear to exist sufficiently sustained economic 
incentives for a rapid increase in food production in 
the world.’ 


Terms of trade 
The fact that in 1950 and 1951 the prices- of raw 


materials rose much more than the prices of foodstuffs 
or of finished manufactures greatly affected the terms 
of trade of individual countries. Developments in the 
terms of trade of particular countries depended on the 
commodity composition of their exports and imports 
and, above all, on the relative weight in their exports 
and imports of the commodities whose prices fluctuated 
most during this period, such as rubber, tin and wool. 


Industrialized countries in general are predominantly 
exporters of manufactures and importers of raw ma- 
terials; as a group, they suffered a deterioration in their 
terms of trade of about 10 per cent between the first 
half of 1950 and of 1951, followed by some small im- 
provement in the second half of 1951. Even among these 
countries, however, as will be seen from chart 2, there 
were a few which actually experienced improved terms 


2 An important example is the International Wheat Agreement. 


3See United Nations, Land Reform: Defects in Agrarian 
Structure as Obstacles to Economic Development (Sales No.: 
1951.1L.B.3). Resolution 370 (XIII) of the Economic and Social 
Council contains a number of recommendations addressed to 
governments concerning land reforms, including a recommenda- 
tion designed to “assure security of tenure to the cultivator of 
land so that he may have the incentive to improve the produc- 


of trade throughout 1951 because of the importance 
of some key raw material or semi-manufacture in their 
exports. 


The losses of the raw material importing countries 
in respect of their terms of trade were the counterpart 
of the gains of the raw material exporters. These gains 
were also unevenly distributed—the countries exporting 
relatively few of the key raw materials reaping most 
of the advantage while many of the under-developed 
countries experienced only small improvements. 


Finally, in countries in which food is a major item 
in exports, the movement of the terms of trade depended 
on the weight of raw materials and finished manufac- 
tures in their imports since the prices of food in gen- 
eral rose somewhat more than those of manufactures 
but markedly less than those of raw materials. 


Trade and payments 


Changes in the terms of trade were a major element 
affecting the balance of payments of most countries. 
Among the principal countries which export manufac- 
tured goods, the United States and several of the coun- 
tries in western Europe offset the effect of the deteriora- 
tion in their terms of trade by an increase in the volume 
of their exports; with the notable exceptions of France 
and the United Kingdom, merchandise trade surpluses 
increased or deficits declined in the course of 1951. 
These movements were greatest in the countries which, 
at the beginning of 1951, had significant excess capacity 
for the export of the heavy goods which were most in 
demand abroad, or which followed disinflationary 
policies in 1951 specifically designed to limit the do- 
mestic demand for imports while setting free additional 
supplies of goods for export. 


In general, the tendency in 1950 for the rest of the 
world’s current account deficit with the United States 
to decline was reversed in 1951. This reflected in part 
a relaxation in 1950 of restrictions on imports of dollar 
goods by many countries whose dollar earnings had in- 
creased. In addition, the amount of dollars disbursed to 
the rest of the world by the United States declined in 
the second half of 1951 owing primarily to a reduction 
in the volume of United States purchases of imported 
goods for stocks. A number of countries were thereby 
compelled to reintroduce restrictions on dollar imports 
late in 1951 or early in 1952. 


At the end of 1951 there were signs of considerable 
strain in the balance of payments position of western 
Europe. The outward manifestations of this situation 


tivity of the land and to conserve its resources, and the oppor- 
tunity to retain an equitable share of his production”. General 
Assembly resolution 524 (VI) on land reform, taking into ac- 
count that “rapid improvements in existing agrarian structures 
and land tenure systems in many under-developed countries 
require large-scale financial outlays”, urged governments “in 
working out their fiscal policies, to give active consideration to 
making funds available for projects of agrarian reform .. .”. 


Chart 2. Indices of Terms of Trade* of Selected Countries, 1950 and 1951 
(First half of 1950 = 100) 
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were for the time being confined largely to France and 
the United Kingdom, which had experienced very sharp 
declines in their gold and foreign exchange reserves. 
Their experience illustrates the problems that countries 
possessing insuflicient foreign exchange reserves face 
in absorbing the effects of short-term inventory fluctu- 
ations and speculative capital movements; it also il- 
lustrates the basis for international concern in these 
matters. The difficulties of France and the United King. 
dom reflected in large measure the need to restore their 
inventories of imported goods which had been allowed 
to run down in 1950; and once the drain on their gold 
and dollar reserves began, it was intensified by specu- 
lative movements of capital. Moreover, the import re- 
strictions which these two countries and their affiliated 
currency areas were compelled to reintroduce late in 
1951 and early in 1952 were bound to have repercus- 
sions on the balance of payments positions of other 
countries. 


A further indication of growing difficulties in inter- 
national trade resulted from a fall in external demand 
for consumer goods experienced by many industrialized 
countries in the second half of 1951. This presented a 
particularly serious problem for the countries which 
had expected to be able to increase their exports of con- 
sumer goods to offset any limitation on exports of 
capital goods resulting from the competing require- 

ents of domestic rearmament for such goods. 


The years 1950 and 1951 once again provided evi- 
dence of the exceptional instability to which the bal- 
ances of payments of primary producing countries are 
subject.* These countries achieved very large increases 
in their earnings from exports of raw materials at un- 
precedentedly high prices in the first nine months fol- 
lowing the outbreak of the conflict in Korea. Subse- 
quently they sustained a marked reduction in earnings 
as the raw material boom subsided. 


The fears of the under-developed countries that they 
would be unable to procure capital goods from indus- 
trialized countries because of the demands of rearma- 
ment programmes did not materialize during 1951. 
There were instances of supply difficulties and of a 
lengthening of delivery periods, but not on such a scale 
as to reduce imports. Imports of capital goods by under- 
developed countries were, with certain exceptions,” 
substantially larger in 1951 than in 1950. They could 
have been even higher but for the fact that some under- 
developed countries were not prepared with enough 
development projects to enable them to absorb more 
capital goods. Some were compelled to import con- 
sumer goods in large volume in order to meet increased 


4 Certain aspects of this problem were discussed in a report, 
“Relation of Fluctuations in the Prices of Primary Commodities 
to the Ability of Under-Developed Countries to Obtain Foreign 
Exchange”, which was submitted to the Economic and Social 
Council. A revision of this report is being prepared for printing. 


5 For details, see chapter 6. 


demand or to fight famine, and some were willing to 
see part of their foreign exchange spent on luxury 
goods, such as high-priced passenger automobiles. 


Under the growing pressure of domestic demand 
resulting from rising export surpluses, increasing do- 
mestic investment and shortages of consumer goods, the 
under-developed countries rushed to place orders for 
capital goods and consumer goods in the expectation 
that these commodities would become scarce. Deliveries 
against these expanded orders were still being made 
during the second half of 1951. By that time, however, 
the exports of the under-developed countries had al- 
ready fallen, their foreign exchange reserves had begun 
to decline, and several of them had found it necessary 
to reintroduce import restrictions which they had 
dropped only a year earlier. 


The international trade of the centrally planned 
economies was influenced during the period under re- 
view primarily by factors different from those operat- 
ing in the rest of the world. For political and military 
reasons, many other countries during 1950 and 1951 
enlarged the scope of measures designed to limit their 
exports of many commodities, especially key raw ma- 
terials and equipment items, to the centrally planned 
economies.® The result of these restrictions was that the 
trade between the private enterprise economies and the 
countries of eastern Europe was reduced in quantum in 
1951 to only about 70 to 75 per cent of what it had 
been in 1948 and to about half of the pre-war level. 
By contrast the quantum of trade among the centrally 
planned economies themselves more than doubled be- 
tween 1948 and 1951. This increase reflected the general 
rise in output in these countries and the growth of a 
greater degree of specialization and common planning 
of economic objectives, as well as the replacement of 
their declining trade with the rest of the world. 


Major problems of international concern 


When the above changes in the world economic situ- 
ation during 1950 and 1951 are considered against the 
background of the earlier post-war years, a number of 
features stand out. 


The destruction of the productive facilities of many 
countries in Europe, Asia and North Africa during the 
Second World War had confronted the peoples of these 
areas with vast problems of rehabilitation and recon- 
struction. Elsewhere, while productive capacity had in 
many cases been considerably expanded during the war 
years, there existed a high level of demand for civilian 
types of goods which had been unobtainable during the 
war. Thus, throughout the world, up to 1948 there had 
been a shortage of goods, which served to stimulate 
the growth of production. 


6 These restrictive measures, however, did not apply to Yugo- 
slavia, whose trade with other centrally planned economies had 
been severed. 
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The pressure for increased output, especially in the 
war-devastated countries, eventually resulted in pre- 
war production levels being restored or exceeded. This 
involved great efforts at national reconstruction, as- 
sisted by grants or loans financed in largest part by 
countries which had been spared war devastation and 
had emerged after the war with greatly increased pro- 
ductive capacity. These grants and loans had the effect 
of enabling the recipient countries to import goods, 
required both for reconstruction and for sustaining 
standards of living, at a rate far greater than would 
otherwise have been possible. 


By the end of 1948 the period of post-war reconstruc- 
tion had come to an end. Three striking features may be 
noted regarding the period which lasted from that time 
to the middle of 1950. In industrially advanced coun- 
tries which had not been confronted with problems of 
reconstruction, the large expansion of national output 
since pre-war years permitted commensurate increases 
in the consumption levels of the general population. In 
some important economically developed countries, how- 
ever, while production exceeded pre-war levels, per 
capita consumption was still no higher than before the 
war. This resulted from the fact that a larger proportion 
of the national product was being devoted to investment 
than before the war, or that the volume of exports had to 
be increased owing to deterioration in terms of trade 
in relation to pre-war years or to losses of foreign in- 
vestments incurred during and after the war, or from 
some combination of these factors. 


In the second place, in a number of under-developed 
countries, even the low pre-war levels of production and 
per capita consumption had not been restored. More- 
over, several under-developed countries which had suc- 
ceeded in expanding their industrial capacities during 
the war showed little sign of making further progress 
in the post-war period. 


Thirdly, in spite of the situation described above, 
there began to emerge idle productive capacity in many 
private enterprise economies, both in capital goods and 
in consumer goods industries. There was also wide- 
spread concern over the accumulation in various parts 
of the world of surpluses in agricultural and other pri- 
mary products, 


It was evident that during this period technical op- 
portunities existed everywhere for further increases in 
production which could be devoted to increased con- 
sumption and more rapid economic development in 
both industrialized and under-developed countries. At 
the same time, it became clear that the technical facili- 
ties for raising production and consumption levels were 
not in themselves enough to bring such increases about 
—any more than they had been before the war. 


It was during this period that the need was empha- 
sized in international conferences for measures to main- 


tain full employment, to stabilize international demand > 
for primary products and to promote the development 
of under-developed countries. These three types of 
measures were viewed as interlocking devices neces- 
sitated by the interdependence of the several types of 
economies existing in the world and by the objectives 
of universal peace, rising standards of living and social 
and economic advance. It was the widely accepted view 
that the problem of maintaining full employment in 
the industrialized countries could not be solved except _ 
in the context of an expanding world economy in which 
the economic development of under-developed coun- 
tries would form the most important single element. 
It was also widely believed that under-developed coun- 
tries could not make sufficiently rapid progress without 
an adequate and steady inflow of capital from indus- 
trially advanced countries. It seemed clear that the 
adjustments required to eliminate structural disequi- 
librium in international trade were attainable without 
a contraction of world trade only through the rapid 
growth of production and real income in under- 
developed areas. 


The announcements of rearmament programmes 
which followed the outbreak of hostilities in Korea in 
the middle of 1950 had the effect of once again moving 
to the foreground of attention the technical problems 
of expanding output and productive facilities. Fear of 
unemployment gave way to concern about manpower 
shortages. The danger of accumulating surpluses of 
primary goods was displaced by questions of how to 
avoid bottle-necks in production in a period which, it 
was expected, would be characterized by widespread 
raw material shortages. Concern over where to get the 
funds with which to finance the more rapid development 
of under-developed countries was complicated by ques- 
tions of where to obtain the capital goods that under- 
developed countries would wish to buy out of their 
foreign exchange resources, which were being enlarged 


by increases in the volume and prices of their raw 
material exports. 


The fact is that many under-developed countries were 
not able, during 1950 and 1951, to absorb all the 
capital goods that they could have imported and paid 
for because their economic development plans had not 
advanced to the point at which they could determine 
precisely what equipment they wanted and when. This 
is a handicap which is likely to persist unless an in- 
creasing number of under-developed countries formu- 
late integrated programmes for economic development, 
including a set of priorities and measures designed to 


implement these programmes and to check on their 
progress. 


By the end of 1951, moreover, the problem for under- 
developed countries was shifting in emphasis once more 
to that of the adequacy of their foreign exchange re- 
sources. Owing to the recent slackening in demand for 
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their exports, some of the under-developed countries 
are no longer in as favourable a position as they were 
at the beginning of 1951 to buy increased imports of 
capital goods. This development illustrates the con- 
tinuing vulnerability of under-developed countries to 
fluctuations in international commodity markets. The 
alternation between fears of commodity surpluses and 
of shortages is of grave concern—and not merely to 
under-developed countries. 


Of major importance, finally, is the fact that the 
recent spurt of production in the industrially developed 
countries, while the progress of the under-developed 
countries has remained slow, has served to widen still 
further the production gap to be bridged by under- 
developed countries. Indications are that the technical 
obstacles to expanded production in the industrialized 
countries which had been feared in 1950 were rapidly 
overcome in 195] and are of diminishing concern in 
1952. There is, indeed, evidence of available capacity 
in these countries, not only in light industry but in 
certain branches of durable goods production as well. 


7On 12 January 1952, the General Assembly adopted resolu- 
tion 520 (VI) in which it requested the Economic and Social 
Council to prepare “a detailed plan for establishing, as soon as 
circumstances permit, a special fund for grants-in-aid and for 
low-interest, long-term loans to under-developed countries for the 
purpose of helping them, at their request, to accelerate their 
economic development and to finance non-self-liquidating proj- 
ce which are basic to their economic development”. 

Several months prior to the adoption of this resolution, the 
Economic and Social Council in resolution 368 (XIII) requested 
the International Bank for Reconstruction and Development to 
consider the contribution which the establishment of an inter- 
national finance corporation could make to the promotion of the 


Supplies of capital goods available for export in 1952 
from the industrialized countries are not likely, even 
under current conditions, to be smaller, and in some 
cases may well be larger, than in 1951. Of course, 
should an easing of political tensions in the world 
bring about a reduction in armament expenditures, the 
opportunities for raising living standards in both de- 
veloped and under-developed countries would corre- 
spondingly improve. 


These facts lend new emphasis to the present need 
for some kind of international action designed to bring 
about an adequate international flow of capital to under- 
developed countries,” to elaborate new techniques for 
stabilizing the demand for and prices of primary com- 
modities traded internationally,® or to introduce other 
arrangements that would, under mutually acceptable 
conditions, permit the industrialized countries to in- 
crease the supply of machinery and equipment to the 
under-developed countries so as to enable them to make 
more effective use of their abundant natural resources 
as well as to meet the demands of their trading partners. 


financing of productive private enterprise in under-developed 
countries “either through loans without government guarantee, 
through equity investments or by other methods intended for 
the same purpose”’. 

See also United Nations, Measures for the Economic Develop- 
ment of Under-Developed Countries (Sales No.: 1951.11.B.2). 


8 This question is discussed in United Nations, Measures for 
International Economic Stability (Sales No.: 1951.11.A.2) and 
National and International Measures for Full Employment (Sales 
No.: 1949.11.A.3). See also resolution on commodity control 
agreements adopted by the sixth session of the Conference of 
the Food and Agriculture Organization of the United Nations. 
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Part I 


MAJOR NATIONAL ECONOMIC CHANGES 


INTRODUCTORY NOTE 


The three chapters of this part of the report are de- 
voted to an analysis of the major domestic economic 
changes which took place during the years 1950 and 
1951. For this purpose countries are divided into two 
groups: those which operate primarily under systems 
of private enterprise and those whose economies are 
centrally planned under systems of socialist enterprise. 
The first group is, in turn, subdivided into industrial- 
ized countries with relatively high standards of living 
and those in which the industrial sectors of the economy 
employ a relatively small proportion of the population 
and where living standards are generally low. 


Wherever possible, the analysis is presented in terms 
of national income and its major components, and the 
national economic changes examined are those which 
are reflected in changes of these components. Thus, no 


attempt is made to examine developments within indi- 
vidual industries except where these developments had 
an important influence on the major components of the 
national income, i.e. consumption, private investment, 
government expenditures and the balance of exports 
and imports. 


Although many countries do not produce or publish 
data on their national income and its components, in a 
number of instances it proved possible, on the basis of 
such data as were available, to construct rough estimates 
of the changes in national income. These estimates 
represent general orders of magnitude. While they ob- 
viously have no official standing, they are nevertheless 
considered to provide a reasonably accurate quantita- 
tive picture for the purpose of the type of analysis 
presented in this part of the report. 


Chapter 1 


ECONOMICALLY DEVELOPED PRIVATE ENTERPRISE ECONOMIES 


This chapter deals with the broad aspects of national 
economic changes in 1950 and 1951 in the United States, 
Canada, Australia and the following economically de- 
veloped private enterprise economies of western 
Europe: Belgium, Denmark, France, western Germany, 
Italy, the Netherlands, Norway, Sweden and the United 


Kingdom. The first two sections discuss major changes 
in 1950 and 1951, respectively, in national produc- 
tion and national expenditure, with particular empha- 
sis on factors affecting the share of consumption in 
gross national product. The third section considers 
related developments in prices, wages and profits. 


Economic Activity in 1950 


CHANGES IN PRODUCTION, EMPLOYMENT AND 
UNEMPLOYMENT 


Industrial production expanded in 1950 as compared 
with 1949 in all the countries of this group, though 
there were marked divergencies in the rates of increase. 
The increases in France, Belgium and Sweden ranged 
from one to 4 per cent, while Denmark, western Ger- 
many, Italy, the Netherlands and the United States 
régistered increases of 10 per cent or more. The largest 
increase in industrial production—27 per cent—was 


recorded in western Germany (table 1). Following the 


outbreak of the Korean conflict in the middle of 1950 
there was an acceleration of the rate of increase in 


industrial production in several countries, especially in 
Belgium, western Germany and the United States. 


Data on food production and on total agricultural 
output for the crop years 1949/50 and 1950/51 in 
relation to 1948/49 are given in table 2. It may be 
inferred from the data on crop year production that 
current domestic food supplies in the calendar year 
1950 were higher than in the calendar year 1949 in all 
instances, except in Australia and the United States. 


The rise in real gross national product, including the 
output of all other sectors of the economy, in addition 
to that of industry and agriculture, ranged from 4 per 
cent in France and the United Kingdom to over 20 per 
cent in western Germany (see first column of table 3). 


Table 1. Indices of Industrial Production* in Western European Countries, Canada 
and the United States, 1949 and 1950 
(1949 = 100) 
1949 1950 

Comnky First Second First Second Full 
half half half half year 
| ape ren a eh ae 104 96 99 105 102 
(Canladaeyere ede aoe eer: 100 100 104 Bl 108 
Denmark bap rides shar peeved ake 99 101 2 Lt ip 
Fran Cem «crt cteneacncgetetsle rs gscks > 104 97 101 102 101 
(CCermaniy,, Western ii.)< seis sin ve 6 96 104 115 139 127 
VG ce tie Dake ON a 97 103 111 118 iss 
ING UOEL ASICS ori volte yoy vac este o uote “saves 96 104 104 116 110 
INOEWAY Sande aisha Sach ie laonene gece wise 104 96 lil 103 107 
Ar ee Pe pad. elie aap el Ro aie 103 98 106 102 104 
United Kingdoms 5 sisscgeoc.-ccie sihysioxs 100 100 108 109 109 
WmitedsStates@.. ie. e-idepeite eit 102 98 106 Ia 114 


ee 


Source: United Nations, Monthly Bulletin of 
Statistics. 


4 Including manufacturing, mining, gas and elec- 
tricity unless otherwise stated. 
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b Manufacturing only. 

¢ Excluding electricity. 

4 Manufacturing and mining only. 
¢ Including construction. 
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i ion i Countries 
: di f Agricultural Production in Western European A 
packs annie Chaeds and the United States, 1949/50 and 1950/51 
(1948/49 = 100) 
ee 


Food All commodities 
el 1949/50 1950/54* 1949/50 1950/51 

LAD. creed ch cake ted oo a eee nee 108 100 107 103 
Rte i ee ee 195 190 124 11 
a aor anne IRCA OPEC 97 108 95 106 
Denmark eet ia eee Cee eee 122 129 122 Te 
Har ce Seen ee rn re Pree cane eae 102 ee Wa a 
Germany, Western) sce cree nae ey eases 118 1 
Dial yee) eee ee We te ea ec 109 114 108 We 
Netherlands ssw esac ote a nee 1 ae te We 
SUE Me eee ad eh06 104 106 104 
United: Kingdom. sage ien ina oer errr 100 106 oe a 
United:Statesance..« orc ae eee 95 95 


Source: Food and Agriculture Organization of 
the United Nations. 


2 Preliminary figures. 


>In Australia, in contrast with the other coun- 
tries listed in this table, the crop is harvested in the 
beginning of the second half of the crop year 
specified. 


Table 3. Indices of Real Gross National Product and Employment, and Percentage 
of Unemployment in Western European Countries, Canada and the United States, 1950 
eee 


1949 = 100 oe ast 
Real aoe Fonee anaitable 
Country gross Total for hire 
eee Bieter 1949 1950 
Belovume tte, se et} oie 101s 8.6> 8.45 
een Lae ok eh ee RES Se 105 100¢ 4.0¢ 4.6 
Dénmarkeeereri eee oe 106 1044 9.62 8.7¢ 
France sen eters acter ae De 104 101‘ Ka 2.0« 
Germany, western.......... i223 103» 8.5 10.2 
Maly eee Shs eos 110 99i 16 16 
Netherlands ee0 44000. 105 102 2.0 ay 
INGTNa Verio set eet Nors, lea 106 102i 0.83 0.9; 
SWedenine eee eee Ws oat 105 1005 2.7% oy 
United Kingdom........... 104, 101 1.6 1.6 
Untied States) 17 .,.5.) 8. 108 102 6.9! 6.2) 


Source: Real gross national product: see table 
4. Total civilian employment and unemployment: 
Replies of governments to the full employment 
questionnaire covering 1950 and 1951; United Na- 
tions, Monthly Bulletin of Statistics. Belgium: In- 
stitut national de statistique, Bulletin de statistique 
(Brussels) ; Canada: Dominion Bureau of Statis- 
tics, Labour Force Bulletin (Ottawa) ; France: Ins- 
titut national de la statistique et des études écono- 
miques, Bulletin mensuel de statistique (Paris) ; 
western Germany: Statistisches Bundesamt, Wirt- 
schaft und Statistik (Wiesbaden) ; Italy: United 
Nations, Economic Survey of Europe in 1951 
(Geneva, 1952) ; United Kingdom: Central Statis- 
tical Office, Monthly Digest of Statistics (London) ; 
United States: Department of Commerce, Current 
Population Reports, Labor Force, series P-57 
(Washington, D.C.). 


* Based on number of man-days worked by male 
and female workers whether or not covered by 
social security system. 

> Percentage of wholly unemployed to insured 
labour force. 

°Estimates for Newfoundland for quarters of 
1949 which are not included in the original data, 


were made by the United Nations Department of 
Economic Affairs, 


dInsured wage and salary earners. 


® Percentage of unemployed in labour unions 
providing unemployment benefits, 


f Employment in industry, building, transporta- 
tion, public utilities, commerce and professions. 


® Figure derived as follows: Number of persons 
registered in labour exchanges as seeking jobs at 
the beginning of each month averaged 1.4 per cent 
of the civilian hired labour force in 1950. This 
figure was raised to 2.0 per cent on the basis of the 
unemployment estimate obtained in the national 
sample survey of October 1950, which was 42 per 
cent in excess of the average number registered in 
ee exchanges on 1 October and 1 November 

h Wage and salary earners, 

i Employment in industry. 


i Figures for civilian employment and civilian 
labour force available for hire include armed 
forces. Figures shown for 1950 are for 1950/51. 


k Percentage of unemployed in labour unions. 
1 Ratio of unemployed to the sum of employed 


wage and salary earners plus unemployed; per- 


centage of unemployed to total civilian labour 
force was 5.5 in 1949, 5.0 in 1950, 
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Employment changed little in most countries, includ- 
ing even those in which output rose considerably. This 
reflects the significant increases in average output per 
man which occurred in a large number of countries 
despite the fact that the period of post-war reconstruc- 
tion had already been completed and post-war shortages 
had been largely overcome by the end of 1948. The 
increases in productivity resulted in part from the 
cumulative effect of the large post-war volume of capital 


outlays, and in part from the economies of operating 
at capacity. 


In about half of the countries, unemployment was 
either roughly at or slightly below that of 1949 (table 
3). In the other countries unemployment was higher, 
but there was a general tendency for the situation to 
improve after the first quarter of 1950. The level of 
unemployment in 1950 was relatively high in a number 
of countries. This was the case in Belgium, western 
Germany and Italy, where unemployment had been 
considerable for a number of years. In Belgium the 
percentage of unemployment was only slightly below 
that of 1949; the same was true of Italy even though 
its gross national product had risen 10 per cent. Devel- 
opments in western Germany were even more extreme, 
for unemployment in 1950 averaged about one-fourth 
above the 1949 level even though the real gross national 
product, as has been noted, rose about one-fifth during 
this period. Employment in agriculture and services fell 
while industrial productivity rose substantially, so that 
the large increase in output was associated with only a 
3 per cent rise in total employment. The labour force 
available for hire increased by about twice this amount, 
however, accentuating a trend which had already be- 
come apparent in 1949. Unemployment thus rose, both 
in absolute amount and as a percentage of the labour 
force available for hire. 


“In the United States, where relatively high unem- 
ployment developed in 1949, the reduction in unem- 
ployment in 1950 also lagged behind the recovery in 
production; this reflected a significant rise in produc- 
tivity in industry and in agriculture, and also an in- 
‘crease in the labour force of approximately a million 
persons between 1949 and 1950. Despite the peak level 
of production in 1950, unemployment averaged about 
3.1 million persons; in addition, about 2 million per- 
sons were partially unemployed in 1950 for economic 
rather than for personal reasons. However, whereas the 


1 In order to present the data for all countries on a comparable 
basis, all components, both in 1949 and in 1950, are expressed 
in percentages of 1949 gross national product rather than in 
terms of national currencies. 


In the case of Canada, France, the Netherlands, Sweden and 
the United States, each component of the gross national product 
is deflated by an appropriate price index. In the case of all other 
countries, since separate price indices are not available for in- 
vestment and government expenditure, all components, other 
than the balance of exports and imports, are deflated by con- 
sumer prices, while the real balance of exports is obtained, as 
in the countries mentioned above, by deflating the value of ex- 
ports by export prices and the value of imports by import prices. 


trend of unemployment in 1949 was upwards, in 1950, 
after the month of February, it was downward. 


In Denmark the average percentage of unemploy- 
ment, although lower than in 1949, remained at a high 
level, reflecting the unusually large seasonal fluctua- 
tions which are characteristic of that country. 


CHANGES IN GROSS NATIONAL PRODUCT 


With few exceptions the major types of expenditure 
on the gross national product in 1950 were either above 
those of 1949 or at least as high. It will be seen from 
table 4* that the only significant decreases occurred in 
the following components: the quantum balances of 
exports and imports of Australia, Canada, the Nether- 
lands and the United States; real private investment in 
Norway ;? and real government expenditure in Norway, 
the United Kingdom and the United States. 


The increases in the quantum balances of exports 
and imports® of the western European countries re- 
flected in part the effects of the 1949 currency devalu- 
ations, in part the large increases in production of 
exportable commodities or of goods which could re- 
place imports, and in part the upswing in United States 
demand, which began with the economic recovery in 
the first half of 1950 and was accelerated in the second 
half of 1950 as a result of the Korean hostilities.* 


Investment both in fixed capital and in inventories 
was higher in most countries in 1950 than in 1949. In 
France, western Germany, Italy and the United States, 
residential construction was increased by various gov- 
ernment policies which were at least in part designed 
to reduce unemployment.® In the United States, the rise 
in residential construction was an important element 
in the recovery from the 1949 recession. Of even greater 
importance for this recovery was the shift from inven- 
tory liquidation in 1949 to accumulation in the first 


half of 1950. 


Investment in the second half of 1950 was greatly 
influenced by the outbreak of the Korean conflict. This 
gave rise to widespread speculative investment in inven- 
tories in many countries of this group. It also led to an 
expansion in plans for investment in fixed capital, of 
which a large part, however, could materialize only in 
1951. Government expenditures were not yet signifi- 
cantly affected by the military programmes that had 
been generally adopted in the second half of 1950. 


2 Tt continued, however, at a very high level in relation to the 
gross national product. 


3 The quantum balance is defined as the difference between 
the values of exports and of imports of goods and services, each 
measured at constant prices. This difference is positive in the 
case of an export balance and negative in the case of an import 
balance. An increase in the quantum balance may thus refer to 
a rise in the export balance, a fall in the import balance or a 
change from an import balance to an export balance. 

4In the United Kingdom an additional factor was the re- 
straining influence of government policy upon imports. For a 
detailed analysis of changes in foreign trade see part II of this 
report. 

5 In France, however, total investment in fixed capital fell. 


i i European Countries, 
ts of Gross National Product in Western 
cates Ha earner reap and the United States, 1949 and 1950 


(At 1949 prices, as percentage of total 1949 gross national product) 
nn nn 


; Balance of exports 
Toss Personal vernmen: Privat: Baap taarte 
Country and anaete Slob pe ee lee, Mee ces hee Ee 
year product (2) ( 3) ( 4) ( 
tralia: 
seen wae Ase teats 100.0 70.7 14.9 13.1 a 
AO, ee ee 104.9 75.4 18.0 15.5 
Canada: va 
PON tegen 100.0 67.6 OES 18.8 : 
1950. Te Be ee Tati 105.0 70.1 13.1 23.2 eld 
D rk 
71049 daatt nett aa nite 100.0 68.8 14.4 18.1 —1.3 
TOSO MOINS kes ao 106.2 71.0 14.8 21.3 —0.9 
France: 
LOA GREE RED hy eee oe Stet 100.0 71.6 1 15.8 0.4 
POSC meaner nny Fe SF 104.1 73.8 13.0 15.6 ie 
Germany, western 
ony. fib I CS ee 100.0 (ey 14.8 Davee, —3.2 
O50 epee ae cc okt a se cas 121.8 76.2 Me? 27.3 Teo? 
Italy: 
‘ie Lo an ean ene Se 100.0 TERRE 16.5 25 —2.7 
LOS OM PE aA ee ee se 110.1 78.1 18:2 14.3 —0.5 
Netherlands: 
I DAO Seay noms Serer thes ee 100.0 72.0 14.2 5G —1.9 
OS Ov Peete Besuek tee Bel 105.2 102i 15.8 20.5 —3.0 
Norway: 
LO AG RAS SETS oat a ar 100.0 61.0 20st 28.5 —9.6 
LOS Oreo ey aon an ta a re 106.0 62.4 19.3 Gal —2.8 
Sweden: 
OAO WE ree tate, eck eS ae Ae 100.0 61.0 19.6 17.8 126 
O50 Fae: Sepa aM 105.0 64.8 20.9 17.9 1.4 
United Kingdom: 
1949 nan Ot eres iw 100.0 66.2 18.5 14.1 1s? 
O50 tS ah. OP se 104.0 68.0 lies 14.2 4.5 
United States: 
LOO cna wen. ok See ae 100.0 70.2 17.4 133 —0.9 
LOS O Rema se a yoy tal ae 107.9 74.1 16.2 18.9 —1.4 
a a eS ee a 


Source: Australia: Commonwealth Bureau of 
Census and Statistics, National Income and Ex- 
penditure, 1950-51 (Canberra) ; Canada: Dominion 
Bureau of Statistics, National Accounts, Income 
and Expenditure, Preliminary 1951 (Ottawa) ; 
Denmark: Statistiske Departement, Statistiske Ef- 
terretninger (Copenhagen) ; France: Ministére des 

inances, Rapport sur les comptes économiques de 
la nation (Paris), and additional information and 
revisions obtained from the Ministry of Finance 
by the Economic Cooperation Administration Spe- 
cial Mission to France; Report on the results of 
the modernization and equipment plan, 1947 to 
1950 (Bank for International Settlements, Press 
Review No. 168a, 1 September 1951) ; western 
Germany: Statistisches Bundesamt, Wirtschaft und 
Statistik; Italy: Reply to full employment ques- 
tionnaire covering 1950 and 1951; Netherlands: 
Based on Central Bureau of Statistics, Statistische 
en econometrische onderzoekingen (The Hague), 
second and third quarters 1951; Norway: Based on 
Department of Commerce, Statistiske Meldinger 
(Oslo), No. 1, 1951, and Nasjonalbudsjettet 1951 
(Oslo), and Norwegian reply to full employment 


questionnaire covering 1950 and 1951; Sweden: 
Konjunkturinstitutet, Meddelanden fran Konjunk- 
turinstitutet_ (Stockholm), Serie B:12; United 
Kingdom: Central Statistical Office, Monthly Di- 
gest of Statistics and National Income and Ex- 
penditure of the United Kingdom, 1946 to 1950, 
Cmd 8203 (London, 1951); United States: Mid. 
year Economic Report of the President (Washing- 
ton, D.C.), July 1951. 


* While in 1949 the components add to 100, in 


1950 they add to the index of the gross national 
product. 


Notes on data for specific countries 


Australia. Figures relate to twelve months end- 
ing 30 June. Item (1) deflated by retail price index, 
with the exception of exports and imports, which 
were deflated by unit values of merchandise ex- 
ports and imports, respectively. The inventory valu- 
ation adjustment was assumed to be equal to the 
total change in value of stocks. Items (2) and 
(4): Consumption includes an estimate of con- 
sumer expenditure on motorcars, which is part of 
the Australian investment account; corresponding 
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Consumption increased in all countries of this group, 
xcept in the Netherlands where it remained about the 
ame. The percentage increases were, however, smaller 
han in the gross national product in all countries 
xcept Australia and Sweden. The relationship of con- 
umption to the gross national product depends upon 
such factors as (a) terms of trade; (b) taxes net of 
transfers and subsidies; (c) distribution of income 
among various income shares, especially between wages 
and profits,® and (d) the effects, with a given distribu- 
tion of income, of such factors as pent-up demand, buy- 
ing scares and availability of certain types of goods, 
upon the proportion of income allocated to consump- 
tion. 


In Denmark, western Germany, the Netherlands, Nor- 
way and the United Kingdom, the smaller increase in 
consumption than in the gross national product was to 
a large extent due to the deterioration of the terms of 
trade. This unfavourable change resulted from the 
devaluation of the currencies of the countries in ques- 
tion and, after the Korean crisis, also from the rise in 
world prices of raw materials. The effect of the terms 
of trade may be seen from table 5, by comparing the 
physical gross national product in the first column with 
its “consumption equivalent” in the second; the latter 
measures the value of the product in terms of constant 
‘consumer prices.” The difference between these columns 
inditates the loss of income resulting from a change in 


6 The higher the relative share of profits in income, the higher, 
ceteris puribus, is saving and thus the lower is consumption. 
Profits in this context are measured exclusive of inventory profits, 
since total income is so measured. 


Table 5. Indices of Gross National Product and 

Consumption in 1950, at 1949 Prices, in Western 

European Countries, Australia, Canada and the 
United States 


(1949 = 100) 
a Consumption 
Country rationed Hire sees : Personal 
product national consumption 
product 
INV REME ooo o poo one 104.9 106.8 106.6 
Ganadatea was weer 105.0 104.9 103.6 
Denmarke eee 106.2 103.5 103.1 
Rrancete aes es ae 104.1 104.2 103.0 
Germany, western..... 120.8 118.7 116.3 
Talye te acc geen eoree 110.1 110.0 106.0 
Netherlands.......... 105.24 102.24 100.1 
Norway... Stes: cere LOGO 102.3 102.4 
SWedeneeee eee 105.0 103.5 106.2 
United Kingdom...... 104.0 102.1 102.7 
United ’States =. seers 107.9 107.9 105.5 


Source: See source and explanatory notes for table 4. 
8 Figures relate to net product. 


the volume of imports that may be bought for a given 
volume of exports. Thus, a deterioration in the terms of 
trade means that a smaller volume of imports is ob- 
tained for a given volume of exports, so that the con- 
sumption equivalent of the gross national product is 
reduced. 


7 For countries where a separate deflator was used for each 
component the discrepancy between these two columns is also 
affected by the extent to which the combined index of prices of 
domestic investment and government expenditure differs from 
the index of consumer prices. 


Notes to table 4 (continued) 


adjustment was made with regard to private invest- 
ment. 

Canada. Item (1) deflated by appropriate price 
indices of components. Item (3) excludes esti- 
mated government interest payments of $97 million 
in 1949 and $106 million in 1950, usually included 
in the Canadian accounts. 

Denmark. Item (1) deflated by cost of living 
index (excluding personal taxes and dues), with 
the exception of exports and imports, which were 
deflated by the indices of unit values of merchan- 
dise exports and imports, respectively. 


France. Item (1) deflated by appropriate price 
indices of components. Item (2) includes expendi- 
ture by government employees in oversea terri- 
tories, expenditure by diplomats and income in kind 
to armed forces. Items (3) and (5): Government 
expenditure includes government contribution to 
social security; government purchases of goods 
overseas excluded from government expenditure 
and imports. Item (5) includes net income from 
abroad. 

Germany, western. Item (1) deflated by cost of 
living index, except for merchandise exports and 
imports (exclusive of trade with Berlin and eastern 
Germany), which were deflated by their respec- 
tive indices of unit values. Item (3) includes cur- 
rent occupation costs but excludes’ public invest- 
ment. Item (4) includes public investment. 


Italy. Item (1) deflated by cost of living index, 
except for exports and imports, which were de- 
flated by their respective indices of unit values. 
Item (5) excludes net income from abroad. 


Netherlands. Item (1): Net national product 
deflated by price indices of components. Item (4) : 
Net private investment. 


Norway. Item (1) deflated by cost of living 
index, except for exports and imports, which were 
deflated by the indices of unit values of merchan- 
dise exports and imports, respectively. 

Sweden. Item (1) deflated by the appropriate 
indices of components. 


United Kingdom. Item (1) deflated by consumer 
price index, except for exports and imports, which 
were deflated by the indices of unit values of mer- 
chandise exports and imports, respectively. Items 
(3) and (5) : Government expenditure abroard was 
excluded from government expenditure and cor- 
responding adjustment was made in the balance of 
exports and imports. 


United States. Item (1): Gross national product 
for 1949 and 1950 based on the sum of the com- 
ponents expressed in terms of their respective 
prices in the first half of 1951. Items (3) and (Gye 
Government expenditure includes net unilateral 
transfers. Balance of exports and imports repre- 
sents net foreign investment, which is equal to ex- 
port surplus of goods and services minus net uni- 
lateral transfers. 
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An additional factor which operated in the Nether- 
lands and western Germany, and also in Italy, was a 
relative shift in the distribution of income from labour 
income to profits, which led to a decline in consumption 
in relation to income. In the Netherlands the shift was a 
result of the general elimination of price and rationing 
controls that occurred in the course of 1949. In western 
Germany and Italy it seems to reflect the higher mark- 
ups over costs of production adopted by business con- 
cerns in determining prices. 


In the United States, the proportionately smaller rise 
in consumption than in gross national product mainly 
reflects a fall in the proportion of disposable personal 
income allocated to consumption, which occurred de- 
spite scare buying in the second half of 1950. It may 
largely be accounted for by the fact that in the first 
half of 1950 there was a large-scale distribution of a 
veterans’ insurance dividend, part of which was prob- 
ably saved—thereby lowering the 1950 ratio of con- 
sumption to disposable personal income—and part of 
which had already been spent in the latter part of 1949 
before the actual payment, thus raising the 1949 ratio.® 


In Canada the main factor which kept consumption 
in 1950 from rising as fast as the gross national product 
was a considerable reduction in transfer payments. 
These had been exceptionally high in 1949 when the 
forced savings portion of the war-time income tax was 
refunded and when, in addition, large payments on past 
crops were made to farmers by the Wheat Board.® How- 
ever, while consumption rose less than gross national 
product, it increased more than disposable personal 
income. This reflects the fact that the 1949 consumption 


| 
ratio was relatively low because not all of the extra 
ordinary transfers of 1949 were spent on consumption 


i 


in that year. 


The relative share of consumption in the gross naj 
tional product rose in Sweden and Australia. In Sweders 
this may have resulted from the increased availability 
of imported consumer durable goods in 1950. In Aus: 
tralia, this was due, first, to an improvement in the 
terms of trade which stemmed chiefly from a steep rise 
in wool prices and, second, to a significant reductiom 
in taxation. 


In summary, the primary factors in the increases ini 
gross national product from 1949 to 1950 were (a) in- 
creases in private investment in most countries, reflect- 
ing to an important extent speculative accumulation of! 
inventories following the outbreak of the Korean con- 
flict; and (b) increases in the balance of the quantum 
of exports and of imports in the western European coun- 
tries, owing to the 1949 devaluations, to higher United 
States demand for imports resulting from the increase 
of economic activity in 1950, and to greater availability 
of exportable goods. While these increases tended to 
generate a rise in consumer demand, in most instances 
consumption rose less than in proportion to the gross 
national product. The main reason for this was the 
adverse influence of the deterioration in terms of trade. 
In addition, in western Germany, Italy and the Nether- 
lands, a relative shift in the distribution of income from 
wages to profits affected consumption unfavourably; 
and in the United States there was a decline in the 
proportion of disposable personal income allocated to 
consumption. 


Economic Activity in 1951 


CHANGES IN PRODUCTION, EMPLOYMENT AND 
UNEMPLOYMENT 


As in 1950, industrial production in 1951 rose in all 
of the economically developed private enterprise econ- 
omies, and again there were wide differences in the rates 
of increase. These ranged from one per cent in Denmark 
to 21 per cent in western Germany (see table 6). The 
increase in western Germany raised its relative share in 
the total industrial production of the western European 
countries included in this group from about 14 per cent 
in 1948 to about 24 per cent in 1951. During the same 
period the relative share of French industrial produc- 
tion in this total fell from 18 per cent to about 16 per 
cent, while that of the United Kingdom fell from 42 
per cent to about 36 per cent. 


The rates of increase from the end of 1950 to the end 


8 It should be noted that disposable income as defined in this 
report differs from that of the United States Department of Com- 
merce by the amount of the “statistical discrepancy”. According 
to the unadjusted Department of Commerce estimate of dis- 


of 195] were significantly smaller than from the aver- 
age for 1950 to the average for 1951 (table 6). In a 
number of countries, output in the fourth quarter of 
1951 was roughly at the level of a year earlier, and in 
Denmark there was even a decline of 6 per cent. In 
many of these countries, investment in fixed capital for 
civilian purposes, notably in residential and commer. 
cial construction, was curbed by government policy 
In the United Kingdom, production in the second hal 
of 1951 was further hampered by an acute shortage of 
metals. However, most of the slackening in output ir 
the countries under consideration occurred in civiliar 
consumption goods and was due, not to shortages 01 
basic raw materials, but to a shortfall of consume! 
demand, i.e., it appears that production of consumptior 


goods could have been increased further if demand hac 
been higher. 


posable income, the proportion consumed was sj ifi 
that of 1949 even in the second half of 1950. mami 


® These payments are classi i i 
I D ssified as transfers in this report bu 
not in official Canadian national accounts, - 


able 6. 


Industrial production» 
1951 


Country 
Full Fourth 
year quarter 
50 on oe ee 114 105 
eo ote 8 eee ee ea 107 98 
MN cee ok 1014 944 
Ne. ohne Sache 3 109 
rInATLY sew CS LOLI neta) een) sa 121 109 
Eas oaree oa HS 105 
104 99 
OS a 105! 101! 
OST lel le 104™ 103™ 
mmited Kingdom............. 103° 99> 
Matted states... ck. ease 1l]= 101™ 


Source: Food and Agriculture Organization of the United 
Nations; United Nations, Monthly Bulletin of Statistics. Bel- 
gium: Institut national de statistique, Bulletin de statistique; 
Canada: Dominion Bureau of Statistics, Labour Force Bulletin; 
Denmark: Statistiske Departement, Statistiske Efterretninger; 
France: Institut national de la statistique et des études économi- 
ques, Bulletin mensuel de statistique and supplement; western 
Germany: Statistisches Bundesamt, Wirtschaft und Statistik; 
Italy: United Nations, Economic Survey of Europe in 1951; 
Netherlands: Reply to full employment questionnaire covering 
period 1950 and 1951, and Statistisch Bulletin; United King- 
dom: Central Statistical Office, Monthly Digest of Statistics; 
United. States: Department of Commerce, Current Population 
Reports, Labor Force, series P-57, 


* Including manufacturing, mining, gas and electricity unless 
otherwise stated. 


> Preliminary figures. 


¢ Percentage of wholly unemployed to insured labour force; 
January to November. 


4 Manufacturing only. 
* Insured wage and salary earners. 


f Percentage of unemployed in labour unions providing un- 
employment benefits, 


Total agricultural production in 1950/51, determin- 
ing current domestic supplies for a large part of cal- 
endar year 1951, was generally greater than in 1949/50. 
There were, however, some setbacks in Belgium, the 
Netherlands and Sweden. In the United States, food 
production was unchanged but total agricultural output 
fell; in Canada, on the other hand, livestock production 
fell significantly despite an increase in total agricul- 
tural output. 


Since the increases in other sectors of the economy 
lid not match those in industry, the rise in gross national 
product was generally less than in industrial produc- 
ion. In Denmark, and apparently also in the Nether- 
lands and the United Kingdom, there was little change 
n the gross national product. Even in other countries 
where the average for the year was significantly above 
hat of 1950, the increase from the end of 1950 to the 
and of 1951 was relatively small. 


The increases in production were, as in 1950, accom- 


Corresponding period of preceding year = 100 
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Indices of Agricultural Production, Industrial Production and Employment, and Percentage of 
Unemployment in Western European Countries, Canada and the United States, 1951 


yeaa 
tases ae he : Cation nen oh e 
Production 4 ee at neeg te oe 
bee 1950. ~~—«4954 
a7 Be 8.4 74° 
TAT 103 4.6 28 
107 101* 8.7! 9.78 
111 103« 30 tes 
113 105: 09 a 
104 fe 163 17 
a Los 215 3.0 
108 hi 0.9 : 
98 1022 2.10 1.6° 
106 100 1.6 13 
96 102 6.24 3 74 


® Employment in industry, building, transportation, public 
utilities, commerce and professions. 


Figure derived as follows: The percentage change from 1950 
to 1951 in the average number of persons seeking jobs has been 
applied to the 1950 ratio of unemployed to the civilian labour 
force available for hire (see footnote g, table 3), on the assump- 
tion that the change in the civilian labour force available for 
hire was negligible. 


i Wage and salary earners. 
j January to October. 


k Employment in industry, excluding building; first three 
quarters. 


1 Excluding electricity. 
™ Manufacturing and mining only. 
1 Employment in manufacturing and mining. 


° Percentage of unemployed in trade unions; January to No- 
vember. 


P Including construction. 


4 Ratio of unemployed to the sum of employed wage and salary 
earners, plus the unemployed; percentage of unemployed to total 
civilian labour force was 5.0 in 1950; 3.0 in 1951. 


panied by some rise in the levels of employment. In 
countries where output rose considerably, there were 
again significant increases in average output per man, 
so that the rise in employment lagged behind that of 
production. However, in countries where the rise in 
output was not very large, the increases in productivity 
were small as well, and in Denmark and the Nether- 
lands, where production slackened in the second half 
of 1951, there was no increase in average output per 
man for the year as a whole. 


The increases in employment in 1951 as compared 
with 1950 were reflected in a number of countries in 
reductions in unemployment; the most significant de- 
clines were in Canada and in the United States. In the 
United States there was a fall in unemployment from 
3.1 million to 1.9 million persons, or by approximately 
the same amount as the rise in employment; the civilian 
labour force did not show any increase, owing largely 
to a rise in the armed forces. 
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There were, however, increases in unemployment in 
the Netherlands and Denmark, which resulted mainly 
from the downturn in economic activity in the latter 
part of the year. In Denmark average unemployment, 
which is generally quite high owing to wide seasonal 
fluctuations, was nearly 10 per cent of the insured 
members of trade unions in 1951. In the Netherlands 
average unemployment in 1951 was only moderately 
higher than in 1950, but it assumed fairly large propor- 
tions at the end of the year. Unemployment in Belgium 
and western Germany, though below that of 1950, con- 
tinued at high levels despite considerable expansion 
of output; the percentages of unemployment in 1951 
were 7.4 and 8.9 in Belgium and western Germany, 
respectively. In Italy, where unemployment has been 
the highest of all the countries in this group through- 
out the post-war period, there was even some increase. 


‘CHANGES IN GROSS NATIONAL PRODUCT 


As contrasted with 1950 when all components of the 
gross national product tended to rise in most countries, 
the changes in 1951 were more heterogeneous; in some 
countries there were significant reductions in the quan- 
tum balances of exports and imports and in a number 
of countries the volume of consumption declined. The 
main factors determining the pattern of these changes 
in 1951 were (a) increases in military expenditures 
accompanied by higher taxes and by some limitations 
on civilian output, especially on residential and com- 
mercial construction and on public investment; and 
(b) the raw material boom which led to a deterioration 
in the terms of trade of a number of the countries under 
discussion. 


Government expenditure on goods and services in 
real terms rose in all these countries!” but the magni- 
tude of the increase varied among countries. In the 
United States there was a considerable increase in mili- 
tary expenditure in relation to the gross national prod- 
uct; in the other countries the rise in military expendi- 
ture was smaller, partly because of differences in plans 
and partly because of differences in the dates at which 
they were put into effect. In western Germany the 
increase reflected in large part a rise in occupation 
costs. In many of these countries the rise in total govern- 
ment expenditure would have been greater but for 
decreases in public investment. In Australia, however, 


there was a large rise in public expenditure on develop- 
ment projects. 


With the exception of Australia, Sweden and the 
United Kingdom, the quantum balance was at least 
roughly maintained and in most cases it rose signifi- 
cantly. Exports of many of the countries of this group 
rose appreciably, both to the above three countries and 


10 For Australia the available data relate to changes be 
the fiscal years 1949/50 and 1950/51 rather than to lee bees 
the calendar years 1950 and 1951. However, unless specific ex- 
ceptions are indicated in the text, the qualitative statements apply 
to the changes from calendar 1950 to calendar 1951 as well. 
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to under-developed countries.’ Imports, on the othe 
hand, were kept down in some instances, as a reaction t 
the speculative accumulation of inventories of importe 
goods in the second half of 1950. In Denmark and th 
Netherlands the increase in the quantum balance wa 
the result of a deliberate deflationary policy designe 
to restrict investment and consumption in order to in 
crease the supplies of exportable goods and to reduc 
the demand for imports. 


In Australia, Sweden and the United Kingdom, th 
quantum of exports in 1951 was about the same as iz 
1950, while the volume of imports was significanth 
higher. Australia and Sweden, though they gainec 
significantly in monetary terms, did not share in th 
general rise in the quantum of exports, because thei 
exports, which are largely of primary materials, were 
limited mainly by supply conditions. The United King 
dom volume of exports was likewise limited by inability 
to expand the output of investment goods, for which 
there was a particularly large increase in demand ir 
international markets. Despite a roughly stable volume 
of exports, both Australia and Sweden were able to 
expand their imports considerably because they bene- 
fited from greatly improved terms of trade.12 The United 
Kingdom, though its terms of trade worsened, also 
increased its volume of imports considerably because 
of public and private replenishment of raw material 
stocks which had been depleted in the preceding year. 
This led to a serious deterioration in its foreign ex- 
change position.1* 


Real gross private investment was generally higher 
in 1951 than in the previous year, except in Belgium, 
where there was little change, and in Denmark and the 
Netherlands, where it was reduced. With the exception 
of Australia, western Germany and Italy, the increases 
in total private investment in fixed capital (including 
residential construction) were, however, not large; in 
Denmark, the Netherlands, Norway and the United 
Kingdom, investment in fixed capital was roughly un- 
changed or somewhat below 1950 levels. In many of 
these countries investment in fixed capital for civilian 
purposes was restricted by credit controls and, in the 
United Kingdom and the United States, also by allo- 
cations of strategic raw materials. In the United States, 
Canada, Denmark and the Netherlands, the volume of 
residential construction was reduced below 1950 levels 
through such measures. While investment in inventories 
increased in most countries,** it fell in Denmark and 


11 The latter used their greater foreign exchange earnings from 


the raw material boom to accelerate their imports of finished 
goods from economically developed countries because of the fear 
of rising prices and possible shortages, 


12 In the second half of 1951, however, the Australian balance 
of payments turned sharply negative as a result of the slump in 
wool prices. 

13 For a detailed discussion of the factors affecting foreign 
trade in 1951, see part II of this report. 

14 A part of the increase in inventories in some countries may 
have consisted of work in progress on military equipment for 
which government payment had not yet been made. 
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he Netherlands, and in some of the countries in which 
t rose, at least a part represented involuntary accumu- 
ation. This was particularly true in the United States 
n the first half of the year, largely owing to the failure 
9f consumption to match earlier expectations. 


The developments in consumption were varied. The 
otal volume of consumption rose in Australia, France 
and western Germany; it remained at about the 1950 
level in Canada and Sweden; and it fell below 1950 
levels in Denmark, the Netherlands, Norway, the United 
Kingdom and the United States. Although adequate 
data are not available for Belgium and Italy, it is likely 
that consumption in these two countries did not fall 
and may even have risen somewhat. 


The relative share of consumption in the gross na- 
tional product fell in all countries, with the exception 
of Australia.° The factors which accounted for this 
decline varied from country to country. The most im- 
portant were: (a) increases in taxes or reductions in 
subsidies; (b) deterioration in the terms of trade; 
(c) relative shifts in the distribution of income in 
favour of profits, especially profits in export industries ; 
and (d) declines in the proportion of disposable per- 
sonal income which individuals allocated for consump- 
tion. 


In the United States, owing to heavy increases in 
taxation and to reductions in transfer payments,*® the 
rise in real gross national product was accompanied by 
a much smaller increase in real disposable personal 
income. In addition there was a fall in the proportion 
of the disposable income which was spent for consump- 
tion goods, both durable and non-durable, especially 
in the second half of 1951. For the time being no full 
explanation of this phenomenon is possible; though 
anticipatory purchases were made in the second half 
of 1950, the available data indicate that this “overbuy- 
ing” can account for only a small part of the decline in 
1951. Credit controls may also have contributed to 
some extent to reduce real consumer expenditures on 
durable goods in 1951, but this influence does not 
appear to have been very great, either. Whatever the 
reasons, however, the result of this development and of 
the increase in taxation was a fall in the volume of 
consumption by 1.5 per cent in 1951 while the gross 
national product rose by 8 per cent. This led to in- 


15 In Australia the share of consumption rose in the fiscal year 
1951/52. This increase resulted from a considerable improvement 
in Australian terms of trade, mainly on account of the tremen- 
dous rise in wool prices. Although a part of export profits was 
retained by government marketing authorities, real incomes rose 
considerably more than the physical gross national product. As 
opposed to other countries of this group where the gains from 
better terms of trade accrued mostly to large-scale enterprise, in 
Australia the export profits were earned primarily by independent 
farmers and thus were spent to a greater extent on consumption 
goods and services. ; 

In the second half of 1951 the movement in the terms of trade 
was completely reversed, but the effects upon consumption are 
not yet known. 

16 The decline was due mainly to smaller veterans’ insurance 
dividends in 1951 than in 1950. 


voluntary accumulation of inventories since the differ- 
ence was not fully absorbed by the increases in govern- 
ment expenditure, export balance and other private 
investment. 


The situation in Canada, where total consumption 
remained virtually unchanged while the gross national 
product increased by 5 to 6 per cent, was in many 
respects similar to that in the United States. As in that 
country, there was a steep rise in taxation, but disposable 
personal income rose in the same proportion as the 
gross national product because of especially large pay- 
ments to farmers on past crops. That consumption 
nevertheless remained nearly stable is accounted for in 
part by the fact that farmers did not increase their 
consumption in line with the steep rise in their incomes; 
in addition, however, there appears to have been, as in 
the United States, a reduction in spending out of in- 
come on the part of other groups. 


The factors which restrained consumption in the 
United States and Canada were also operative in many 
of the European countries of this group. Taxes were 
increased or subsidies were reduced in a number of 
these countries, especially in Denmark and the Nether- 
lands, where such action formed an important part of 
general deflationary policy aimed at improving the 
balance of payments.’? In addition, in some countries, 
there seems to have been a decline in the proportion of 
incomes spent on consumption.*® In general, however, 
the more important factors accounting for the fall in 
the ratio of consumption to gross national product were 
a deterioration in the terms of trade and a shift in 
the distribution of income towards profits, especially 
in export industries. 


In all of the European countries under consideration, 
except Belgium, Norway and Sweden, the terms of trade 
deteriorated as a result of steep increases in prices of 
imported raw materials. This affected adversely the 
real value of income in terms of consumption goods 
and thus tended to depress consumption in relation to 
the gross national product. 


In Belgium, Norway and Sweden, where the terms 
of trade improved, the relative share of consumption 
in the gross national product fell, primarily as a result 
of a shift in the distribution of income towards export 
profits. The major increases in export prices in these 
countries occurred in shipping and in raw material and 
semi-manufactured goods (steel in Belgium, timber and 
wood-pulp in Norway and Sweden). Since these price 
increases were reflected to a very considerable extent 
in higher profits, they generated only a small additional 
demand for consumer goods and services. Consequently, 
the adverse effect upon consumption of the increase in 


17 In Denmark an important part of fiscal policy was the in- 
troduction of compulsory saving, the effect of which upon con- 
sumption is fairly similar to that of taxation. 

18 Tn Sweden this may have been due to the unusually high 
level of consumption of durable goods that had been achieved 
in 1950 as a result of the liberalization of imports. 
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nport prices was not counterbalanced by the favour- 
ble income effect of increased export prices. 


A shift in the distribution of income towards export 
rofits also occurred in some countries where the terms 
f trade deteriorated, namely, in Denmark, western Ger- 
any and, probably, in Italy. In these countries this 
ictor aggravated the adverse influence upon consump- 
on of the unfavourable change in the terms of trade. 
1 western Germany the change in the distribution of 
come in favour of profits was attributable not only 
» developments in foreign trade but also to internal 
evelopments, i.e., the increase in markups of prices 
ver costs which was referred to in the discussion of 
950 developments continued in 1951. 


The 1951 developments that have been discussed 
jus far may be briefly summarized. The factors which 
nded to expand economic activity in 1951 were in- 


creases in military expenditure and in related invest- 
ment; in a number of countries, there also took place 
an expansion in net exports to other countries within 
the group considered here, as well as to under-developed 
countries. The rate of increase in gross national product 
was, however, kept down by factors which checked the 
demand for consumption and made for a proportion- 
ately smaller rise, or in some instances, even caused a 
decline in the volume of consumption. In some countries 
the level of economic activity would have been lower 
had there been an immediate adjustment to the demand 
for consumption; instead, however, some involuntary 
accumulation of inventories took place during part of 
the year. The curtailing of the output of consumption 
goods to match reduced demand appears to have been 
the most important factor in the widespread slackening 
in industrial production and total national output in 
the latter part of 1951. 


Prices, Wages and Profits in'1950 and 1951 


The years 1950 and 1951 were characterized by a 
ising trend in prices. Until the middle of 1950 the 
jajor factor in the rise of the cost of living was the 
1crease in import prices resulting from the widespread 
evaluation of currencies in relation to the dollar which 
ad taken place in September 1949. Amongst the coun- 
ies which devalued, the cost of living failed to rise 
nly in Belgium and Italy, where the devaluation in 
slation to the dollar was small, and in western Ger- 
any, where a considerable increase in productivity as 
ell as additional subsidies offset the effect of higher 
nport prices. In the United States the cost of living in 
e first half of 1950 was also slightly below that of a 
ear earlier. 


The price trends after the outbreak of Korean hos- 
lities in the middle of 1950 were largely determined 
y the raw material boom, which resulted mainly from 
idespread private speculative buying in anticipation 
f future shortages and price increases and from stock- 
iling of raw materials by the United States Govern- 
ent. Although prices of rubber, tin and wool, which 
ad risen most in the second half of 1950, fell sharply 
eeinning in the second quarter of 1951, the prices of 
e first two commodities remained considerably above 
ose of the first half of 1950," and the prices of many 
ther raw materials continued to rise. The general level 
- raw material prices was thus substantially higher 
an in the first half of 1950. This was also true, al- 
ough to a lesser extent, of food prices. The factors 
staining prices of raw materials in 1951 were the con- 
derable rise in manufacturing production which had 
:curred in the meantime, and the general rise in money 
comes resulting from the first stage of the raw mate- 


19 Wool prices in the third quarter of 1951 were somewhat 
low those of the first half of 1950-but they were again higher 
the fourth quarter. 


rial boom itself. This rise in money incomes reflects the 
increase in money wages in response to the primary rise 
in the cost of living, and the rise in profits which was 
more or less in line with the increase in labour and 
material costs. 


The raw material boom was of course reflected in a 
rise of import unit values in the countries considered 
(see table 7). The rise from the first half of 1950 to the 
third quarter of 1951] ranged from 18 per cent in Canada 
to 48 per cent in the United Kingdom, the divergencies 
among countries being accounted for by differences in 
the structure and sources of imports.”° 


The primary increases in world raw material prices 
led to the initial increases in the cost of living after 
the middle of 1950. Additional factors affecting the 
cost of living were increases in indirect taxes or reduc- 
tions in subsidies; these were especially significant in 
the Scandinavian countries and in the Netherlands. In 
the United States and Canada, moreover, there was a 
greater pressure of demand upon existing food supplies 
in consequence of higher employment and the resulting 
rise in incomes; in Canada the situation was aggravated 
by the deterioration in meat and dairy supplies. These 
initial increases in the cost of living led to advances in 
money wages and, through their impact on prices, to 
further increases in the cost of living. 


While the devaluations of 1949 together with the 
primary factors which raised the cost of living after 
the middle of 1950 tended to lower real wages, a num- 
ber of other factors served to counteract this tendency. 
As shown in table 7, real hourly wages in the third 
quarter of 1951 were in fact higher than in the first half 
of 1949, except in Denmark, the Netherlands and Nor- 


20 In Canada a small appreciation of exchange helped to check 
the rise in import prices. 
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way, where real wages fell by 3 to 5 per cent. The in- 
creases in the other countries ranged from 2 per cent in 
Australia to 24 per cent in western Germany. The con- 
siderable increases in real wages in France, Italy and 
Sweden from the first half of 1951 to the third quarter 
reflect sharp increases in money wages which may affect 
the cost of living at a later date. 


To the extent to which higher income taxes affected 
the take-home pay of wage-earners, the indices of real 
wages in 195] would have been somewhat lower than 
those shown in table 7.”* 


The main factors which affected real wages favour- 
ably were: (a) the rise in productivity over 1949 
levels; (6) the improvement in agricultural supplies 
in a number of countries, especially in France; and 
(c) the increase in money wages, which mitigated the 
effect of the rise in import prices upon real wages. The 
influence of the latter factor can be seen most readily 
when the rise in money wages is equal to that of import 
prices. In that case domestic prices would tend to in- 
crease in the same proportion and thus no fall in real 


21 This, for instance, is the case in the United States, where 
income tax rates, including withholding taxes, were raised in 
October 1950. A second increase occurred in November 1951. 
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wages would occur despite higher import prices. T. 
factor was especially important in France and Australia, 
where the rise in money wages was in fact of the sami 
order as the increase in import prices. 


The changes in profits, as is to be expected in a perio 
of rising prices, were greatly affected by inventor} 
gains. Profits, including such gains, tended to rise mor 
than gross national product ‘(see table 8) .** This wat 
true of such profits not only before tax but also afte; 
tax; even in the United States, where there were heavy 
increases in corporate tax rates during this period; 
corporate profits, including inventory gains, after tan 
show a rise as compared with gross national productt 


Corporate profits, excluding inventory gains but bes 
fore taxes, show divergent trends in the different count 
tries. In the United States there was a significant risé 
in such profits in 1950/51 in relation to the gross 
national product. In the United Kingdom in 1950, hows 
ever, such profits rose less than the gross national: 
product, probably because of a time-lag in passing on 
to the consumer the rise in import prices. 


22 Comprehensive data on profits are available for only a few 


countries; and when this report was completed they did not 
extend beyond 1950, except for the United States. 


Table 8. Indices of Gross National Product and Net Profits in Real Terms* in Canada, 
France, the United Kingdom and the United States, 1950 or 1950/51 


(1949 or 1949/50 = 100) 


-—_—___———————— 


Year 


Total profits: 4 


Before inventory valuation adjustment: 
Before tax 


Corporate profits: 


Before inventory valuation adjustment: 
Before tax 


Ree eee Deluna Bureau of Statistics, 
ationa ccounts, Income and Expenditur 

1926-1950; France: Ministére des nics Rae 
port sur les comptes économiques de la nation 
and additional information and revisions obtained 
from the Ministry of Finance by the Economic 
Cooperation Administration Special Mission to 
France; United Kingdom: National Income and 
Expenditure of the United Kingdom, 1946 to 1950 
Cmd 8203 ; United States: Department of Com: 
merce, National Income, A Supplement to the Sur- 
vey of Current Business, 1951 (Washington, D.C.). 


Canada France United Erte 
1950 1950 1950 1950/51e 
105.0 104.1 104.0 110.5 
103.6 ae 108.8 

oe ae 107.8 
99.2 109.6¢ 99.9 114.6 
bg 105.0¢ 93.5 me 

115.0 tr 110.8 145.7 
111.8 a 107.0 120.7 
106.7 bi 101.1 124.8 
94.6 oe 92.8 84.4, 


4 All data deflated by the index of prices used 
to deflate the gross national product. 


b Figures for total profits and corporate profits 
before Inventory valuation adjustment are after 
inventory valuation adjustment for farm products. 


° From mid-year to mid-year. 


4 Total profits include, 
profits, incomes of uninco 
rent and interest. 


in addition to corporate 
rporated enterprises plus 


® Including depreciation. 
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Finally, profits less both inventory gains and taxes 
clined absolutely in all instances shown in the table, 
cept in France in 1950 when they rose roughly in 
€ same proportion as the gross national product. 


In considering the distribution of the gross national 
‘oduct by type of income, it is the profits net of 
ventory gains which have to be taken into considera- 
yn, since such gains are not part of the gross national 
roduct. A shift of resources from consumption to 
her uses tends to generate inflationary pressures; 
aless there are offsetting factors such as, for example, 
xation, these pressures are reflected in a rise in profits 
st of inventory gains in relation to gross national 
roduct. The fact that the relative share of these profits 


after taxes did not increase during this period in the 
countries included in table 8, despite the decrease in 
consumption in relation to gross national product, is 
explained by higher taxation, by the effects of the de- 
terioration of terms of trade upon real incomes, or by 
decreases in the tendency to consume out of disposable 
personal income. 


It will be recalled that in a number of countries not 
included in table 8 there was a relative shift in the dis- 
tribution of income to profits (net of inventory gains), 
especially to profits in export industries. Profits in 
these countries, as well as inventory gains in countries 
shown in the table, reflected the higher prices which 
resulted from the raw material boom. 


Chapter 2 
CENTRALLY PLANNED ECONOMIES 


This chapter consists of two parts, the first dealing 
with the centrally planned economies of Bulgaria, 
Czechoslovakia, eastern Germany, Hungary, Poland, 
Romania, the Union of Soviet Socialist Republics and 
Yugoslavia, in eastern Europe; and the second dealing 
with centrally planned China. The first section of ihe 
part on eastern Europe discusses major current eco- 


A. Eastern 


nomic trends, while the second reviews economic plans | 


and thus is concerned mainly with longer-run develop- 
ments. The part dealing with the area under the admin- 
istration of the Central People’s Government of the Peo- 
ple’s Republic of China is also divided into two sections, 
of which the first summarizes major economic policies, 
and the second economic trends in 1950 and 1951. 


Europe 


Economic Trends 


PRODUCTION AND EMPLOYMENT 


The substantial increases in national income which 
took place in this area during 1950 and 1951 were 
mainly the result of considerable increases in indus- 
trial production; the output of agriculture rose only 
modestly and in some countries even declined. The lar- 
gest rates of increase in industrial production in 1950 
and 1951 were registered in Poland, Hungary and 
Romania, which expanded their output about 25 per 
cent or more each year. In the Union of Soviet Socialist 
Republics the increases were 23 per cent in 1950 and 


16 per cent in 1951. In Yugoslavia the rise in output was — 


the smallest, amounting to 6 per cent both in 1950 and 
in 1951 (see table 9) ; this reflected the scaling down of 
its planned targets for 1950 owing to a lack of imported 
equipment and raw materials and to a fall in the supply 
of domestic raw materials and of food. 


The increases in industrial production were made 
possible by increases in the stock of fixed capital and 
by higher rates of utilization of equipment through 
introduction of additional work shifts and through 
adoption of new methods of production. 


Table 9. Indices of Industrial Production, Employment and Output per Man in 
Eastern Kuropean Countries, 1950 and 1951 


(Corresponding period of preceding year = 100) 
ee eee 


Cate Production Employment Output per man 
1950 1951 1950 1951 1950 1951 

Bulgaria yg se ce 123 119 106 1048 

Czechoslovakia........ 115 115 108 105 a nn 

Germany, eastern...... 126 122 109 ee 113> 113» 

Rich par yeaeee sa, foes 135 130 114 114 119 114 

Rolandie eee arene 131 124 116 112 ° ° 

ee AONE Ree a 129 IPA 12]4 ae See 

ar st 23 116 10 
Yugoslavia kame 106 1068 i ao ze oe 


Source: Reports on fulfilment of government 
plans and other official sources; for Yugoslavia, 
1951: United Nations, Economic Survey of Europe 
in 1951 (Geneva, 1952). 


a Second quarter. 


> Government-owned industry only. 

° Large and medium-scale industry only. 
4 First quarter. 

© First half. 

‘ Three quarters, 
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The increases in non-agricultural employment in 
nost of these countries reflected in part special measures 
ntroduced in order to induce a higher proportion of the 
oopulation to enter non-agricultural occupations. The 
nain labour reserves were women not already in the 
abour force and agricultural manpower. However, the 
*xtensive use of these resources was insufficient to meet 
he rapidly growing requirements, and shortages of 
manpower developed in many essential industries, par- 
icularly in Czechoslovakia, Hungary and Poland. In 
some countries shortages of farm labour on State farms 
appeared in 1950. In Yugoslavia it was officially re- 
ported that at the present level of agricultural tech- 
nique, no further transfers of manpower to industry 
sould be made without detrimental effects on agricul- 
ural output. 


Agricultural production in 1950 was greatly affected 
by a drought, with the result that output in several 
countries in this area fell short of planned targets and 
for certain essential commodities was below the 1949 
level. The country most affected was Yugoslavia, where 
utput of grain declined by about 35 per cent, leading 
o a sharp reduction in livestock in 1950 and 1951. In 
Czechoslovakia, total agricultural output in 1950 in- 
sreased by 5 per cent, but these increases reflected a 
very substantial rise in production of potatoes and 
sugar-beets, while the output of grain declined signifi- 
santly; in 1951 livestock production also decreased. 
in Hungary, the output of bread grains rose by about 
) per cent in 1950, but the decline in output of fodder 
n that year severely reduced livestock production in 
1950 and 1951. Bulgaria and Romania were much less 
iffected by the drought, and, although their coarse grain 
aarvest declined, the bread grain crop increased con- 
siderably. Poland, eastern Germany and the Union of 
Soviet Socialist Republics escaped the effects of the 
jrought, and their agricultural production, especially 
»f livestock, increased in 1950. In the Union of Soviet 
Socialist Republics, livestock production also rose in 
1951. In Poland, however, the supply of fodder in 
1950/51 was not sufficient to maintain the increased 


livestock population, with the result that considerable 


slaughtering began in late 1950, continuing into the 
first half of 1951. 


The rise in national income? which occurred in all 
countries except Yugoslavia was less than that in indus- 
trial production, reflecting the much smaller increase 
in agricultural output (table 10). Investment in fixed 
capital rose, with the highest rates of increase in Poland, 
Hungary and eastern Germany. There were also sig- 
nificant increases in expenditure for military purposes, 
including stockpiling, especially in 1951. In addition, 
inventories were generally accumulated to check the 
development of bottle-necks in production. 


In 1950 there was a substantial rise in consumption, 
which was made possible by an increase in the output 
of industrial consumer goods and, as concerns food, by 
favourable 1949 harvests and by larger imports of 
foodstuffs in food importing countries, especially in 
eastern Germany. This trend continued in the Union 
of Soviet Socialist Republics, eastern Germany and 
Bulgaria in 1951. Although total consumption also in- 
creased in Czechoslovakia, Hungary and Romania, their 
food situation deteriorated in 1951, and it is likely that 
the per capita food consumption of the urban popula- 
tion of those countries decreased. A similar situation 


developed in Poland in the second half of 1951. 


In Yugoslavia, there was a fall in investment in 1950- 
51 and a rise in military expenditures. Consumption 
began to drop sharply, beginning with the second half 
of 1950, as a result of the disastrous drought. 


THE DEMAND AND SUPPLY POSITION 


Although investment, military expenditure and con- 
sumption all rose in the period 1950 to 1951 (except 
in Yugoslavia, where consumption and investment fell) , 
the proportions in which these items increased varied 
from country to country. In some countries consumption 

1The concept of national income adopted by the eastern 


European countries represents net output of industry, agricul- 
ture, construction, freight transport, communications and trade. 


Table 10. Indices of National Income and Investment in Eastern European Countries, 


1950 and 1951 
(Preceding year = 100) 


National income* 


Investment in fixed capital 


Ath 1950 1954 1950 1951 
ee eS SE 
Bulgaria cies che age screen sks. 0s - 116 130 114 se 
Gzechoslovakianerenn neem: 107 110 ue ee 
fe ee ee 120 133 167 145 
1 OP EAR a Ye BA ae a eee teas See 121 1 153 138 
Riomaniascscce ee oe era to eae eo 125 Se 139 130 
WSS Ree ee eon eos 121 112 123 WV 


Source: Reports on fulfilment of government 
plans and other official sources. 


@Net values of output of industry, agriculture, 
construction, transport, communications and trade. 
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increased in line with other expenditures, while in 
others the supply of consumption goods, especially of 
food, lagged behind, and there developed a pressure of 
demand upon available supplies. In the Union of Soviet 
Socialist Republics, the rise in supply of consumption 
goods was sufficient to ease the demand-supply situation 
and to bring about a reduction in prices of consumer 
goods. The increase in the volume of retail sales in 
government and co-operative stores amounted to 30 per 
cent from 1949 to 1950 and to 15 per cent from 1950 
to 1951. In eastern Germany and Bulgaria, there was 
also a considerable improvement in the supply position, 
as a result of which prices were lowered, some goods 
were derationed, and the free sales of other goods were 
increased. 


In Poland and Romania, the rise in food supplies did 
not keep pace with the increase in employment and 
incomes, and demand pressures were intense through- 
out the period. The major factor in the continuing 
pressure on food supplies in the cities was a very con- 
siderable shift of population from agriculture to indus- 
try. This was not paralleled by a commensurate shift 
in food supplies to the cities from the farms, where per 
capita consumption increased. 


The rise in real wages in Poland in 1950 was accom- 
panied by recurrent specific shortages, especially of 
meat. To reduce the demand pressures, a monetary re- 
form was introduced in October 1950; this involved 
cancellation of two-thirds of the purchasing power of 
the bank-notes in circulation. In addition to reducing 
demand for consumption out of cash holdings, the pur- 
poses of the monetary reform were to prevent specula- 
tion and the withholding of agricultural supplies. In 
spite of the monetary reform, the pressure of demand 
upon supply mounted towards the middle of 1951 as a 
result of a further increase in non-agricultural employ- 
ment and incomes and a decline in supply of certain 
agricultural goods. This decline was especially signifi- 
cant in meat, because of a reduction in the number of 
hogs at the end of 1950 and the beginning of 1951, 
owing to inadequate supplies of fodder. These acute 
shortages led to widespread speculation and to steep 
increases in prices in local markets and in black market 
trade. In order to deal with this situation, a set of meas- 
ures was introduced in the second half of 1951, includ- 
ing compulsory deliveries of grain from peasants own- 
ing more than one hectare of land, rationing of meats 
and fats, and subscriptions to a government loan 


amounting to about 5 per cent of the current value of 
planned investment in 195]. 


In Romania, rationing of industrial and agricultural 
goods remained in effect throughout 1950 and 195]. 
Since the deliveries of agricultural commodities to the 
Government at fixed prices were not sufficient to meet 
the rations, an increasing proportion of income was 
spent both on free sales in government stores and in 
black markets. There was therefore a considerable in- 
crease in black market prices, especially in 1951. 
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In Czechoslovakia and Hungary, where the pressure} 
of demand upon supply had eased during the first | 
half of 1950, the trend was reversed after the middle of 
1950 as a result of upward revisions in plans for in-; 
vestment and military purposes and of a simultaneous; 
drop in food supplies. The difficulties in supply caused | 
by the 1950 drought were ageravated by speculation, | 
by withholding of deliveries by peasants in anticipa- | 
tion of price increases and by diversion of grain from | 
human to animal consumption. The rise in agricultural 
prices and the increase in the proportion of output sold 
on the free market and on the black market swelled 
peasants’ incomes and raised their demand for indus- 
trial consumer goods. 


At the beginning of 1951, bread and flour were again 
put on the list of rationed items in Czechoslovakia. In 
Hungary, where no rationing had existed in 1950, ra- 
tioning of bread, meat, flour, sugar, fats and soap was 
introduced. Prices of food and of certain manufactured 
goods on free sale in government stores were increased 
in both countries. At the end of 1951, however, Hun- 
gary again derationed all of these items with the ex- 
ception of meat. The derationing of food was facilitated 
by a favourable harvest of grain and potatoes. Prices 
of derationed goods were substantially increased as 
compared to previous prices under rationing, but were 
fixed below the free sale prices. The effect of these 
changes on labour income was compensated to a large 
extent by a rise in money wages. 


The acute deterioration in the demand-supply posi- 
tion in Yugoslavia beginning with the second half of 
1950 stemmed from the 1950 drought, which affected 
that country much more severely than it did Czecho- 
slovakia and Hungary. The greatly reduced output of 
crops and livestock led to a sharp decline in the total 
supply of food in spite of the rise in net imports. This 
was followed by a steep rise in food prices on the free 
market; considerable quantities of agricultural goods 
were diverted from compulsory deliveries at fixed low 
prices to the free farm market and to the black market. 
These developments led to a partial breakdown of the 
system of government procurement and of rationing. 
In order to cope with this situation, the f ollowing meas- 
ures were adopted. Rationing was eliminated by stages. 
Wage-earners and salary earners were partly com- 
pensated for the resulting price increases by coupons 
which entitled them to large discounts on purchases of 
derationed industrial and agricultural goods on the free 
market. At a later stage, discount coupons were to a 
great extent replaced by wage increases. To stimulate 
an increase in the supply of agricultural goods to the 
cities, compulsory deliveries of meat, milk, potatoes 
and several other commodities were abolished, although 
grain, rice and wool remained subject to government 
procurement, at lower than free market prices. Relaxa- 
tion of direct controls was followed by the introduction 
of several measures tending to reduce the pressure of 
demand upon supply. A considerable increase in prices 
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of public utilities tended to reduce the proportion of 
income available for purchases of food. A substantial 
increase in farm taxes and in prices of industrial goods? 
increased the money outlays of peasants and induced 
them to increase their sales. These measures, together 
with a larger output of grains in 1951, led to an increase 


Economic 


This section reviews the completion of the first post- 
war five-year plan in the Union of Soviet Socialist 
Republics; the initiation of the first five-year plan in 
Romania and the revisions of the five-year plans in 
Czechoslovakia and Hungary; and the scaling down of 
the original targets of the five-year plan in Yugoslavia. 


UNION OF Soviet SoctaLtist REPUBLICS 


The first post-war five-year plan of the Union of 
Soviet Socialist Republics was begun in 1946, when 
production was considerably below the pre-war level. 
In 1945, grain production was about 56 per cent of the 
pre-war level, and livestock numbers were also sub- 
stantially below pre-war.® Industrial production at the 
end of 1946 was 76 per cent of production in 1940. 


Falfilment of the five-year plan 


Planned output and actual production under the five- 
year plan for industry are shown in table 11. In 1950, 
at the end of the period of the plan, industrial produc- 
tion had attained a level 73 per cent above 1940 and 
17 per cent above the target set.* National income was 
64 per cent above 1940.° The over-fulfilment of the 


plan was concentrated in the heavy industries. Some 


of the light industries, on the other hand, did not reach 
their targets. Although there was a rapid increase in the 


output of major articles manufactured by light industry 


during the period of the five-year plan,® the targets for 
cotton fabrics and shoes were not reached, and output 


2 Since the system of discount coupons for industrial goods 
was retained for wage and salary earners, they were affected 
much less than peasants by the rise in prices. 

3 The livestock population was as follows: hogs, 50 per cent 
of pre-war; cattle, 85 per cent; sheep and goats, 75 per cent; 
horses, 50 per cent. 

4The USSR index measures production in terms of values 
calculated at 1926-27 prices but, for new commodities not pro- 
duced in the base period, values have been calculated in most 
instances at the prices of the year in which they were first in- 
troduced into the index. This feature of the index is likely to 
haye made for some overstatement of the actual increases in 
production. The technical aspects of the problems involved in 
the calculation of the index are discussed in Y. Joffe, Planning 
of Industrial Production (Moscow, 1948) and more recently in 
B. Miroshnichenko, “Planning Industrial Production” in Plano- 
voe Khozyaistvo, No. 3, 1951; P. Moskvin, “On Calculating the 
Index of the Physical Volume of the National Product”, Vest- 
nik Statistiki, No. 2, 1951; and in United Nations, Economic 
Survey of Europe in 1951 (Geneva, 1952). In 1952 a new index, 
based on wholesale prices in January 1952, was adopted, and it 
was announced that in the future new goods would be taken into 
the index at the 1952 prices of comparable goods already in the 
index. 
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in the amounts of agricultural commodities supplied 
to the cities, and the retail prices on free markets, which 
had risen until May 1951, declined considerably during 
the second half of the year. As a result, real wages in- 
creased as compared with those which prevailed at 
the beginning of 1951. 


Plans 


Table 11. Selected Indices of Planned and Actual 
Production under USSR Five-Year Plan, 1950 


(1940 = 100) 
1950 

Item ——— ———E 
Planned Actual 

INahonallmcomess sheen 138 164 
Industrial production........... 148 173 
Crude:steel Beeson te ee eee 139 149 
Goal SRRe Pepires sa tie. ee. ee 151 157 
Cridetoul Seay pene es a ee 114 122 
Hlectricipowerses seen nee 170 187 
Light industry.2 2... .uecnn is 117 


Source: “Statement of the State Planning Committee of the 
USSR and the Central Statistical Administration of the USSR”, 
Pravda (Moscow), 17 April 1951; “Law on the Five-Year Plan 
of Restoration and Development of National Economy of the 
USSR for 1946-1950”, Gospolitizdat (Moscow, 1946). 


of these goods remained at about the pre-war level. 
The total volume of production of light industry as a 
whole increased over the pre-war level by only 17 per 
cent. Although no general index is available for the 
food processing industry, the data for selected indus- 
tries suggest that the rise in the output of processed 
foods was probably not much greater. 


The target set for agriculture in the five-year plan 
was a 27 per cent rise in total output in relation to 1940. 
Despite the recovery in production during the five post- 
war years, agriculture failed to attain the targets (see 
table 12). Compared with 1940 the grain output in 
1950 was about 5 per cent higher and the total number 
of productive livestock about 4 per cent higher.’ The 


_ rate of increase in total agricultural output was some- 


what greater, owing to substantial increases in cotton, 
sugar-beet and potato crops. The larger grain output 
was the result of a 13 per cent increase in yield, since 
the area under grain was smaller in 1950 than in 1940, 
even though it had increased by 20 per cent since the 
end of the war. On the other hand, by 1950 the areas 
under vegetables, potatoes and fodder had increased 
substantially as compared with the pre-war period—in 
the case of fodder by 15 per cent. 


5 See footnote 1 in this chapter. 

6 During the five years from 1946 to 1950 the output of cotton 
goods increased 2.4 times, of woollens 2.9 times, of hosiery 5.2 
times, of leather footwear 3.2 times and of rubber footwear 
sevenfold. 

7 “Statement of the State Planning Committee of the USSR 
and the Central Statistical Administration of the USSR”, 
Pravda, 17 April 1951. 
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Table 12. Agricultural Production in the Union of Soviet Socialist Republics, 
i 1940 and 1950 


1940 gale 1950 production 
em anned Act ji as percentage 
e ee (Millions, or pe of tons) a of 1940 
RE ee i hc hyn ee ee 118.8 127.0 124.5 104.8 
Cee ee etc con 21.0 26.0 ; 
eae ea a ee 54.5 65.3 57.2 105.0 
PS ee oy Ses en EC 27.5 31.2 24.1 87.6 
Greene. bacese, cae 27 31 3.75 138.9 


Source: “Statement on the fulfilment of the Five- 
Year Plan for 1950”, Pravda, 26 January 1951; 
Soviet Encyclopedia (Moscow, 1948). 


The data on output in industry and in agriculture 
given above indicate that consumption rose much less 
than investment in fixed capital as compared with pre- 
war. As has been noted, the output of light industry rose 
by 17 per cent, that of the food processing industry 
only slightly more, while grain production and live- 
stock population rose 4 to 5 per cent. The rise in the 
consumption of these goods, especially of food, may 
in fact have been greater than would be indicated by 
these figures because the year 1940 was characterized 
by considerable stockpiling. There was also a sharp rise 
in the output of radios, motorcycles, bicycles, electrical 
appliances and various household goods, figures for 
which are included in the statistics of heavy industry 
rather than of light industry. Finally, net imports of 
consumer goods probably rose in greater proportion 
than output. After taking all these factors into consid- 
eration, however, it seems clear that the rise in con- 
sumption since 1940 must have been much less, and the 
rise in investment much greater, than the 64 per cent 
increase in national income. 


The planned increase in the employment of wage- 
earners and salary earners was considerably exceeded. 
While the target for employment was 33.5 million wage- 
earners and salary earners in 1950, actual employ- 
ment at the end of 1950 was 39.2 million, an increase 
of 7.7 million or 24 per cent over 1940. Employment in 
industry rose by about 26 per cent. Output per man in 
industry rose by 37 per cent, the planned increase 
being 36 per cent. In construction, however, the output 
per man rose by only 23 per cent instead of by the 
planned increase of 40 per cent. It follows that the 
over-fulfilment of the plan for production was due to 
higher employment than anticipated in the plan. 


The rise in productivity was to a considerable extent 
the result of the substantial increase in the volume of 
capital equipment available per employed worker. The 
total stock of fixed capital, valued in constant prices, 
rose from 1940 to 1950 by 58 per cent, the total num- 
ber of machine tools in use by more than 100 per cent, 
and the amount of electric power per worker in industry 
by 50 per cent. 


The developments in national production described 
above were accompanied by important changes in the 


@ Crop standing in the field. 


distribution of the labour force as between industry and 
agriculture, in the geographical location of industry and 
in the organizational framework of agriculture. The 
rise in the relative share of industry in national pro- 
duction was associated with a continuous flow of agri- 
cultural manpower to industry and resulted in a con- 
siderable increase in the urban population as a propor- 
tion of the total. The industrialization reflected in these 
shifts proceeded more rapidly in the eastern territories 
of the Union of Soviet Socialist Republics than in the 
west. This tendency, already evident before 1940, was 
accentuated during the war and continued during the 
period of the first post-war five-year plan. As a result, 
the relative share of the eastern regions in total output 
of basic industrial goods increased considerably. 


Within the agricultural sector of the economy there 
was a substantial increase in the relative share of the 
total livestock owned by collective farms: for cattle 
from 37 to 49 per cent; for hogs from 29 to 51 per cent 
of the total.* This strengthened the Government’s con- 
trol over meat supplies to the cities. 


In 1950 a large-scale amalgamation of collective 
farms was undertaken, with the result that the number 
of collective farms was reduced within less than a year 
by approximately one-half. This amalgamation, which 
represents the first major change in the structure of 
agriculture since the introduction of collectivization, 
was intended to increase productivity through a variety 
of methods, including a more efficient use of modern 
machinery, more rational rotation of crops and a more 
even distribution of capital equipment per worker. 


The new targets 


The fulfilment of the five-year plan in 1950 was not 
followed by any announcement of a new five-year plan. 
However, it had been announced as far back as 1946 
that plans were to be prepared encompassing several 
five-year periods and the general targets for 1960 were 
formulated at that time.® Table 13 shows the targets set 
at that time for 1950 and 1960, together with produc- 


8 The major part of the remaining livestock is privately owned 


by the members of collective farms and the rest by State farms 
factories, etc. ; 


° Announcement by Premier Josef Stalin on 9 February 1946. 
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tion for 1950. No over-all economic plan for the years 
after 1950 has been published, and no other data are 
available concerning either current industrial and agri- 
cultural targets or the extent to which previous targets 
may have been modified in the light of the levels at- 
tained in 1950. However, several large-scale specific 
development plans have been announced and put into 
operation. These include a plan of protective afforesta- 
tion for the period 1949 to 1965; plans adopted in 1950 
for the period 1950 to 1957 for construction of three 
hydroelectric stations with an output amounting to 25 
per cent of total 1950 production of electricity; a net- 
work of canals, including the Volga-Don canal, which 
will integrate into one transport system all the seas of 
the European part of the Union of Soviet Socialist Re- 
publics, and water supply and irrigation works to pro- 
vide water to 28 million hectares of land. 


Table 13. Targets for USSR Industrial Production 
Announced in 1946 for 1950 and 1960 and Actual 
Production in 1950 


(1940 = 100) 
Targets Actual 
Indusiry production 
1950 1960 950 
—- 
Total industrial production... 148 300 173 
OE ks cote tee tons rues ame isi 300 iy 
Stee Maeeeas iis clecrsan - 139 328 149 
Ghil, = ace 2 Gene oa oe eee 114 200 122 


Source: Targets and production for 1950 from “Law on the 
Five-Year Plan of Restoration and Development of National 
Economy of the USSR for 1946-1950”, Gospolitizdat, and from 
“Statement of the State Planning Committee of the USSR and 
the Central Statistical Administration of the USSR”, Pravda. 
Targets for 1960 based on statement of 9 February 1946 by 
Premier Josef Stalin indicating the following goals for 1960: 
threefold increase in industrial production over 1940; annual 
output of 50 million tons of pig-iron, 60 million tons of steel, 
500 million tons of coal and 60 million tons of oil. 


CZECHOSLOVAKIA, HUNGARY AND ROMANIA 


In 1950, Romania announced its first five-year plan 
of economic development, and Czechoslovakia and Hun- 
gary revised their five-year plans upward.?° Table 14 
shows the targets for Romania and both the old and new 
targets for Czechoslovakia and Hungary. 


The plans provide for much higher rates of increase 
in production in industry than in agriculture and for 
increases in investment in relation to national income. 
This is particularly stressed in the revisions of the plans 
for Czechoslovakia and Hungary. The expansion of in- 
vestment in fixed capital in Romania and Hungary de- 
pends to a considerable extent upon imports of capital 
equipment from the Union of Soviet Socialist Republics 
and from Czechoslovakia. 


The conditions which appear to have determined the 
new plans in this group of countries can be summarized 
as follows: production in the preceding years indicated 
the possibility of exceeding the original targets and 
led to decisions to increase the pace of development at 
the beginning of 1950; the increase in world political 
tension after the outbreak of war in Korea led to 
further attempts to increase the economic and also the 
military potential of eastern European countries at an 
accelerated rate; the deterioration in trade relations 
between the eastern European countries and the rest of 
the world made for a tendency to adapt the structure 
of production in each country to the import and export 
requirements of the other countries within the group. 


10 Apart from the over-all revisions of the five-year plans in 
these three countries, there were also substantial upward reyvi- 
sions of the targets for 1951 in Bulgaria and Poland as compared 
with the targets set for that year in the original five-year plans. 
Eastern Germany also raised its targets for 1955 because its 
industrial production in 1950, the last pre-plan year, was 
higher than originally estimated. At the same time it changed 
the production targets for individual industries by giving much 
greater emphasis to production of investment goods. 


Table 14. Targets for Five-Year Plans of Czechoslovakia, Hungary and Romania 


Czechoslovakia Hungary F 
1949 to 1953 1950 to 1954 Romania 
Item —_—_—————_ 1951 to 1955 
Former Revised Former Revised 
targets targets targets targets (1950 = 100) 
(1948 = 100) (1949 = 100) 
INatronalsincome earworm tere 148 a 163 230 ro 
Industrial production........... 197 198 186 310 244 
Heavyveinduciry aot. oe at ns 166 231 204 380 
reed tisthy v.21 sya wai. © => oy 154 173* 173 245 me 
Agricultural production.......... 137 153 142 154 188 
Industrial employment.......... aS ao ee He ee 
i Vil Veeco. 2 
Industrial productivity Oh co ne en ie 


Consumption 


Source: Czechoslovak Economic Bulletin 
(Prague, 1951); Hungarian Law on Amendment 
of Act XXV-1949 covering Five-Year Plan (Buda- 


pest, 1951) ; Romanian News (Washington, D.C.). 
4 Including food industry. 
» Per capita. 
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The new or revised plans were prepared not only on 
the basis of national needs but also in agreement with 
the long-term plans and requirements of other planned 
economies. The co-ordination in planning was imple- 
mented chiefly through long-term trade agreements be- 
tween various countries of this area and the Union of 
Soviet Socialist Republics, the main exporter of indus- 
trial raw materials and capital equipment. 


The upward revision of plans of economic develop- 
ment presupposed a considerable increase in produc- 
tivity both in industry and in agriculture. These changes 
were closely associated, in the plans of several coun- 
tries, with a rapid increase in co-operative and State 
farming. The proportion of State and co-operative 
owned land in 1950 was still relatively small in Czecho- 
slovakia, Hungary and Romania despite a substantial 
increase over 1949. The same was true of Poland, but 
in Bulgaria this sector amounted in 1950 to more than 
50 per cent of the total farm land (table 15). 


Table 15. Percentage of Farm Land Owned by 
Government and Co-operative Farms in Eastern 
European Countries, 1949 and 1950 


Country 1949 1950 
Bulgariawe wnt. vee» 26s uw 15.0 30 to 60 
Czechoslovakia.............. sh 22.0 
TAUGSy heres soe is as aes 6.7 Un Bl 
Poland Serre ee oe 8.1 13.0 
Romania sere aoc ercen a ho. z 13.0 


Source: Reports on fulfilment of government plans and other 
official sources. 


‘YUGOSLAVIA 


In Yugoslavia the targets for various industries were 
considerably reduced and the completion of the five- 
year plan was postponed until 1952. The deterioration 
in the Yugoslav economic situation was the outcome of 
a set of unfavourable circumstances which developed 
after the break in economic relations with other eastern 
European countries in 1948. The five-year plan sched- 
uled for 1947 to 1951 was based to a considerable 
extent on imports of capital equipment and certain raw 
materials from the Union of Soviet Socialist Republics 
and from other eastern European countries, a large pro- 
portion of which were to be financed by long-term 
credits. The break in economic relations with these coun- 
tries during the second year of the plan deprived Yugo- 
slavia of credits and of capital equipment already 
ordered and also led to the diversion of some resources 
from investment to military expenditure. 
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In 1950, industrial production reached about 86 per | 
cent of the target set for the last year of the plan. How- | 
ever, the increase in industrial production was unevenly | 
divided among industries and, while some industries _ 
exceeded the targets considerably, in many essential 
fields, such as heavy industry and production of elec- 
tricity, the achievements remained far below the | 
planned levels. The plan for agricultural production | 
based on development of large-scale collective farming | 
was not fulfilled, because of lack of agricultural ma- 
chinery and fertilizers. The food situation deteriorated 
considerably in 1950 as a result of the drought. The 
decrease in agricultural production led to a fall in 
exports and consequently to a decline in imports of 
raw materials and equipment. 


In these circumstances the Government decided to 
reduce the targets of the plan and to postpone its ful- 
filment until 1952. Investment in fixed capital, which 
in 1950 had already been reduced as compared to 1949, 
was scheduled to decline in 1951 by 25 per cent and in 
1952 by another 20 per cent. The completion of the 
modified plan none the less presupposes substantial 
foreign loans for importing capital equipment and raw 
materials during the remainder of the five-year plan. 


Simultaneously with the revision of the targets of the 
five-year plan, considerable modifications were decided 
upon in methods of planning and in the management 
of the Yugoslav economy. Some of these were intro- 
duced in 1950 and 1951; others were scheduled to be 
put into effect in 1952. Major characteristics of the new 
system are a considerable decentralization in planning 
and management and the creation of workers’ councils — 
to control the management of nationalized enterprises. 
Before the introduction of the new system, the Federal 
Government planned in detail the output of individual 
enterprises and controlled directly their financial opera- 
tions. According to the new system, the Federal Gov- 
ernment’s plan will determine only the basic minimum 
quotas of output and investment, the wage bill and the 
average rates of profit for industries and constituent 
republics, but not for separate enterprises. Within this 
framework the republics will prepare their own regional 
plans and, in co-operation with industrial associations 
and individual enterprises, also the specific plans for 
industries and enterprises. 


Simultaneously, nationalized enterprises will be es- 
tablished as separate legal units on the basis of strict 
economic accounting. Part of their profits after deduc- 
tion of taxes and contributions will be transferred into 
an investment fund for the individual enterprise and an- 
other part into a “fluctuating wage fund” which, under 
the jurisdiction of the workers’ councils, will be dis- 
tributed among the workers in the form of bonuses. 
Wages will be linked more than heretofore to the skill 
and efficiency of individual workers. 
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B. Centrally Planned China“ 


Economic Policies 


The character of the economy was considerably al- 
tered in the course of 1950 and 195] as a result of the 
expansion of the scope of economic planning and the 
carrying out of an agrarian reform. The most impor- 
tant developments in economic planning were the 
following. 


The nationalization programme for industry and 
trade was accelerated. By the middle of 1951, the Gov- 
ernment owned and operated, on an average, about one- 
half of the total industrial capacity. In production goods 
industries, nationalization was completed for more than 
four-fifths of the total capacity. The importance of 
government-owned firms in selected manufacturing in- 
dustries is given in table 16. In wholesale trade the share 
of government trading companies amounted to 14 per 
cent in 1950 and 25 per cent in 1951; in a number of 
staple commodities these companies have a predom- 
inant position. In addition to nationalization of industry 
and trade, the establishment of consumer co-operatives, 
peasants’ co-operatives and small industrial producer 
co-operatives was promoted. 


Control of the resources of the economy has been cen- 
tralized. The supply of production goods is controlled 
through nationalization of a large part of heavy indus- 
try. In addition, private trade is regulated through 
government trading companies which supply private 
industry with raw materials and purchase their prod- 
ucts. These controls, taken together, determine the broad 
pattern of production, consumption and investment in 
the entire economy in line with an over-all plan drawn 
up by the Ministry of Trade. The trend of investment 
policy has been to emphasize the development of con- 
sumer goods industries, especially by equipping the 
existing small and medium-sized firms. Other invest- 
ment generally has been confined to the fields of irriga- 
tion, power and military works. 


The promulgation of the new Agrarian Reform Law 
in June 1950 was followed by an acceleration of land 
redistribution. By the spring of 1951, the agrarian 
reform had been carried out in areas with a rural popu- 
lation of 285 million, or more than two-thirds of the 
total rural population. The land redistribution for the 
remaining areas was scheduled to be completed before 


the spring of 1952. 


11 Although data are fragmentary, an attempt is made in this 
section, and in a section of chapter 3, to review major economic 
changes in China since 1950. This section of chapter 2 deals 
with the economic situation in the area under-the administra- 
tion of the Central People’s Government of the People’s Repub- 


Table 16. Proportion of Industrial Capacity in 
Centrally Planned China Owned and Operated 
by the Government, 1951? 


Per cent of 


I 
ndustry or product total Caparity 


Production goods industries: 


Petroleutase ayn) ee ee eee 100 
Steel. 3 oink. Ache ai. ee ee nee oF 
EMC CHiCIE yas keeps ees ee eae to ee 79 

al Cetera vicar ieac ee eee eer (2 
Cementier,scxniea sn tig tener asa e eee 54 
Machineryarckts-cataes: oe ke uct. meee 45 

Consumption goods industries: 

Paper a ocrtn cargo ace tort rear 4 ee eee 56 
Rais andcoilgnenw eure nee wee eee See eee 59 
Cotton spinning and weaving................ 44 
Wool spinning and weaving................. 44 
Flour milling’? otis. 3 cals ced oaee ee 37 
Cigarettes iit tait3.s 2 imate ea ke eee eee 26 
Matchesoy sors rae 0 ce ok are ee er ne 24 
Tanming fe 4ie2 cure oe aed cee 13 
SUS VITIS cee igecetea e te tke, ie ee eee 7 


Source: Economics Weekly (Shanghai). 
2 At mid-1951. 


Before the reform, about one-half of the land was 
owned by landlords, who rented it to tenant farmers. 
These farmers and hired labourers constituted about 
two-thirds of the rural population. As a result of land 
redistribution, a large proportion of the population 
have become independent peasants. For instance, after 
the completion of the reform in the north-eastern”? and 
the northern regions, the independent peasants consti- 
tuted, according to official data, 80 per cent and 70 per 
cent of the rural population, respectively. The reform 
did not extend to the land cultivated by “rich peasants”, 
that is, peasants employing hired labour; it even per- 
mitted them to retain small portions of the land which 
they rented out. 


Mutual aid teams and rural co-operatives were estab- 
lished in order to pool labour, tools, livestock and other 
production facilities. In the northern and north-eastern 
regions, 60 per cent to 70 per cent of the farmers were 
reported in 195] to have joined in such co-operative 
activities. 


lic of China. The economic situation in Taiwan, which is admin- 
istered by the National Government of China, is discussed in 
chapter 3. 


12 Manchuria. 
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Economic Trends 


Total agricultural production rose considerably dur- 
ing 1950 and 1951 as a result of an increase in the 
acreage cultivated, improvements in irrigation and in- 
creased utilization of insecticides and fertilizers. In 
1951 the production of food grains was estimated to 
have reached 93 per cent, and the production of raw 
cotton 133 per cent, of their peak levels of 1936. How- 
ever, other industrial crops, except jute, were still much 
below their pre-war peaks. 


Industrial production, which was generally at a very 
low level in 1949 owing to war dislocation, recovered 
rapidly during 1950 and 1951, and by the end of 1951 
had reached or exceeded the previous peak year levels 
in many industries (table 17). This increase was ac- 
counted for both by higher employment and by higher 
average labour productivity. An important factor in the 
rise in productivity was the breaking of bottle-necks in 
supplies of key commodities; to a considerable extent 
this was effected by concentrating imports on critical 
raw materials, fuels and machine parts.** 


Retail prices, which had experienced a period of 
extremely rapid increase in the fourth quarter of 1949 
and the first quarter of 1950, were approximately stable 
in the subsequent period, showing some decrease in the 
remaining quarters of 1950 and some rise in the course 
of 1951 (see table 18). The most important factors con- 
tributing to this relative stability were a significant 
recovery in the supplies of consumer goods and a sharp 
reduction in the budget deficit. The budget deficit was 
kept at a relatively low level in 1950 and 1951 despite 
a rise in public investment in both years and a consid- 
erable increase in military expenditure in 1951.1* The 
recovery of production and trade led to a sharp rise in 
the profits of government-owned enterprises and in tax 
revenues. These revenues were supplemented in 1950 by 
proceeds from bonds that were distributed mainly by 
government assignment and, in 1951, by contributions 
made by the population towards the financing of mili- 
tary expenditures. 


13 In 1950, nearly 80 per cent of total imports consisted of 
machinery and scarce industrial raw materials, while in the 
PES Var period imports had consisted mainly of consumption 
goods. 


14 As stated by the Vice-Minister of Finance in March 1951 
budget expenditures in 1950 were covered as follows: ordinary 
receipts, 83.3 per cent; subscriptions to long-term bonds, 4.7 per 
cent; foreign loans, 3.0 per cent; remaining deficit, 9 per cent 
Although government expenditure in 1950 exceeded the plan, 
largely owing to higher military expenditures and transfer pay. 


Table 17. 
Industrial Production in Centrally Planned China, 


1949 to 1951* 
(Previously recorded peak year>= 100) 


Commodity 1949 1950 1951°¢ 
Agricultural production: 
Food prains?s 2. 2 ee 76 87 93 
Raw Cotton sf tence on ol 84 133 
Industrial production: 

PigsivOtres oot or yeaa tee Ty 49 64 
Steel ingots and castings.... 16 69 97 
Structural steel:.¢.~ <a. ig 67 120 
Cemenin ngs oe es 31 66 107 
Coppers asst. sao Peeoees saa 203 333 
Vie ee Oty siete ee 302 38 46 
‘Tangsten sso aan cee ee rh 76 80 
Soda ashi dhe tiene ae tee 63 97 124 
Goal eo 4, Mesos usen oueeeons 45 59 69 
Electricity < ae s4 Sele we i 78 94 
Glass rere pre ee merece ays 120 138 
Cotton yatlicg «2.0 e ee a2 100 106 
Cotton clothe. meeeeaee cee 13 109 114 
Paper Gives Aelae cette eee 90 115 155 
Jatebagsian. 27 espe ee ie 43 100 
SUP AP ale tae: Siete oreo 40 48 60 


Source: People’s Daily (Peking) ; Ta Kung Pao (Shanghai). 

a Figures for the base year, for 1950 and for 1951 from report 
of Chairman of the Central Planning Bureau, October 1951; 
figures for 1949 from speech by Vice-Chairman of the Central 
Financial and Economic Committee. 

>For agricultural production, 1936; for industrial produc- 
tion generally, 1936 and, in the case of the north-eastern region 
(Manchuria) , 1943. 

c Agricultural indices are based on actual harvests; industrial 
production indices are estimates for the full year based on pro- 
duction for first nine months of 1951. 

4 Including soy-beans; production of rice in 1951 had reached 
the peak pre-war level. 

© Estimated. 


The recovery in industry and agriculture and the 
agrarian reform were accompanied by increases in the 
real earnings and consumption of workers and peasants 
in 1950 and 1951. In 1950 the total real wage bill in- 
creased by about 20 per cent over 1949, and total rural 


consumption of industrial goods increased by about 30 
per cent.*® 


ments than had originally been anticipated, government revenues 
were also in excess of the plan, and the actual deficit in 1950 
was slightly below the planned deficit. 


18 Corresponding data for 1951 were not available when this 
report was completed. 


Selected Indices of Agricultural and | 
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Table 18. Retail Price Indices* in Selected Cities of Centrally Planned China, 
1949 to 1951 


(First quarter of 1950=100) 


nn 


Period Shanghai Tientsin Peking Wuhan Canton Sian Average» 
1949: 
Fourth quarter......... 36 43° ae 34° 
1950: 
Mirst. quarter, oso. «.%.0% 100 100 100 100 100 100 100 
Second quarter......... 102 106 104 97 93 80 100 
bid (quarien ste. < 96 96 94 89 84 70 93 
Fourth quarter......... 93 102 100 90 76 81 93 
LOS 
First quarter. sas ce ¢ 94, 107 105 96 73 89 96 
Second quarter......... 99 liz 107 97 its 92 99 
Third quartereh 22.5.5. 102 114 110 97 78 94 102 
Fourth quarter......... 102 119 114 97 78 96 103 
Source: People’s Handbook (Shanghai); Ta b Weighted average; weights as follows: Shang- 
Kung Pao (Shanghai). hai, 45; Tientsin, 15; Peking, 15; Wuhan, 10; 
Canton, 10; Sian, 5. 
8 Price indices based on “parity savings units”. ¢ Based upon incomplete data. 


Chapter 3 
SELECTED COUNTRIES OF LATIN AMERICA AND THE FAR EAST 


This chapter analyses the domestic economic situation 
of Argentina, Brazil, Chile, Cuba and Mexico, in Latin 
America; and of India, Japan, the Philippines and 
China (Taiwan) in the Far East. 


During 1950 and 1951, the steep rise in the prices of 
raw materials exported by these countries was an out- 
standing factor in their economic situation. Although 
import prices also rose considerably, their terms of 
trade generally improved. The influence of the rise in 
export prices upon the domestic economy varied signifi- 
cantly from country to country; in particular, the sub- 
stantial rise in the cost of living which all of these coun- 
tries experienced was not necessarily related to the ex- 
pansion of incomes resulting from higher export prices. 


Thus, Japan is not an exporter of raw materials, while 
India’s raw material exports have been decreasing in 
importance, relative to exports of textiles. Moreover, 
India’s foreign trade constitutes a relatively small pro- 
portion of its total economic activities. The raw 
material boom to which reference was made in the 
discussion of the economically developed private enter- 
prise economies therefore affected Japan as an importer 
rather than as an exporter, while the effect of rising 
export prices was of limited significance in India. 


In Argentina, Chile, Cuba and Mexico, the influence | 


of the rise in world prices of their export products was _ 


greater, but even there it was largely overshadowed by 
such factors as climatic conditions affecting agricultural 
output, by investment not related to the raw material 
boom, or by changes in rates of exchange. Similarly, 
the economic situation in Taiwan was dominated by in- 
flationary problems which had no immediate connexion 
with the export prices of raw materials. 


In Brazil, the large profits from exports in 1950 
did not exert any considerable pressure of demand 
until 1951. Since these profits accrued mostly to the 
large-scale planters and traders, they did not signifi- 
cantly affect the demand for domestic consumer goods. 
However, the reinvestment of such profits at a later 
stage led to a recrudescence of the building boom in the 
first half of 1951, which contributed to inflationary 
pressures in that period. 


In the Philippines, also, the large profits from exports 
did not substantially increase demand for domestic 
consumer goods. However, the increase in the prices of 
the main export crops contributed to a considerable 
rise in their output, and the resulting increase in em- 
ployment generated inflationary pressures. 


A. Selected Latin American Countries 


Economic Activity in 1950 


CHANGES IN PRODUCTION 


For the second year in succession there was a fall in 
agricultural production in Argentina, reflecting pri- 
marily the smaller harvests of coarse grains and of some 
oil-seeds; since the output of animal products fell only 
slightly in 1950, the over-all rate of decline was rela- 
tively small. Total agricultural output also fell in Chile, 
mostly as a result of the failure of the 1949/50 wheat 
crop, which was about 25 per cent below the level of 
the previous year. In Brazil, Cuba and Mexico, the 
1950 agricultural output was higher, both as regards 
foodstuffs for domestic consumption, and as regards 
export products, with the notable exception of the Bra- 
zilian coffee crop, which remained at the same level 


(table 19). 


Taking the year as a whole, there were increases in 
the level of industrial production compared with the 
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previous year in all countries except Chile (table 20). 
The increases ranged from 3 per cent in Argentina to 
9 per cent in Mexico. The changes in mining were gen- 
erally of the same order of magnitude as those in manu- 
facturing. In Chile, both manufacturing and mining 
were approximately at the 1949 level; in mining this 
was the outcome of a fall in the first half of 1950 and a 
recovery in the second half. 


The level of total physical output and of economic 
activity in the various countries reflected the diverse 
movements of the main components of production de- 
scribed above. If the necessary adjustments are made 
for the movement of services, it is possible to estimate 
for each country, by appropriate weighting of the com- 
ponents, the change in gross national product from 
1949 to 1950. It will be seen from table 21 that the 
gross national product fell slightly in Argentina and 
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Table 19. Indices of Agricultural Production in Selected Latin American Countries, 
1950 and 1951 


(1948/49 or 1949 = 100) 
Se a ee ene thet ek Sa a a 


Crops 


eanby Livestock Total 
Ae oe ties 1950 1954 1950 1951 
Argentina Ao OR Ee 91 107 97 934 94 100 
DYAzeeee, . ec ae aes 105 109 103 ee 105 
(Chile een phen Pt, one 87 100 i 92 
(ICS. SiC NR es i aa 107 Me, i ne 


Source: United Nations Department of Economic 
Affairs; based on official national statistics of pro- 
duction, except indices of livestock production in 
Brazil and Chile, which were based on data from 
the Economic Commission for Latin America. In 
computing the indices, use was made of the follow- 
ing sources: Argentina, Direccién General del 
Servicio Estadistico Nacional, Sintesis Estadistica 
Mensual de la Repiblica Argentina (Buenos 
Aires); Brazil, Banco do Brasil, S.A., Relatério 
de 1950 (Rio de Janeiro) ; Conselho Nacional de 


Chile but rose from 5 to 7 per cent in Brazil, Cuba and 
Mexico. 
CHANGES IN GROSS NATIONAL PRODUCT 


The changes in the components of the gross national 
product in 1950 in relation to 1949 were very different 


“a 


Estatistica, Anudrio Estatistico do Brasil (Rio de 
Janeiro, 1951); Chile, Direccién General de 
Estadistica, Estadistica Chilena (Santiago) ; Cuba, 
Banco Nacional de Cuba, Memoria 1949-1950 
(Havana) and Cuba Econémica y Financiera (Ha- 
vana) ; Mexico, Direccién General de Estadistica, 
Revista de Estadistica (Mexico, D. F.) and Secre- 
taria de Agricultura y Ganaderia, Boletin de la 
Direccién de Economia Rural (Mexico, D. F.). 
a Based on first half of 1951. 


for Argentina and Chile, on the one hand, and for 
Brazil, Cuba and Mexico on the other (table 21). In 
the first two, there was an increase in the quantum bal- 
ance of exports and imports, but the fall in investment 
and consumption was greater than this increase, with 
the net result that the gross national product of each 


Table 20. Indices of Industrial Production in Selected Latin American Countries, 
1949 to 1951 
(1949 = 100) 
1949 1950 1954 
Country and type of production . oe y a ean a First 
paney and of production pit Seon Put © ind Sead Fat 
Argentina: 

Total industrial production®... 98 102 100 99 108 103 102 
Manufacturing industries... 98 102 100 99 108 103 100 
Extractive industries....... 102 98 100 99 104 102 lll 

Brazil: 
Manufacturing industries®.... 101 99 100 92 120 106 105 
ec 00 100 100 106 

Total industrial production®... 98 102 100 1 
Manufacturing industries... 98 102 100 100 100 100 iid 

bran hershey veveye te «8 107 93 100 91 107 99 100 

cae 106, 112 109 118 

Total industrial production®... 98 103 100 ; 

Manufacturing industries... 98 103 100 108 116 Lz, an 
ITE (ole te a A 96 105 100 108 iM 110 97 


EE 


Source: Argentina, Direccién General del Servi- 
cio Estadistico Nacional, Sintesis Estadistica de la 
Repiiblica Argentina (Buenos Aires) ; Brazil, Con- 
juntura Econémica, Boletim Mensal do Centro de 
Andlise da Conjuntura Econémica, Fundagao Ge- 
tulio Vargas (Rio de Janeiro); Chile, Direccién 
General de Estad{stica, Estadistica Chilena (San- 
tiago); Mexico, Banco de México, Vigesimano- 
vena Asamblea General Ordinaria de Accionistas 
(Mexico, D. F., 1951) and preliminary data from 
the Banco de México, S.A. (Mexico, D. F.). 


4 —ncluding mining, gas and electricity. 

b Heavy industry, electricity, sugar and deriva- 
tives, and textiles. 

¢ Including construction and electricity, but ex- 
cluding mining. 

4 Copper, gold and silver, nitrates, iodine and 
coal. 

® Including production of electricity, mining and 
the oil industry. 

f Production of metallic ores and metals, silver, 
gold, lead, zinc and copper; excluding oil. 
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Part I. Major national economic changes, 


showed some decline. In Brazil and in Cuba, the quan- 
tum balance of exports and imports declined, and in 
Mexico it remained approximately the same in both 
years;! investment and consumption rose sufficiently, 
however, to bring about an increase in the gross national 
product in each of these three countries. 


The divergent developments in the quantum balances 
of these two groups of countries arise largely from dif- 
ferences in their foreign exchange position. The terms 
of trade of Brazil, Cuba and Mexico were more favour- 
able in 1950, especially in the second half under the 


1In Mexico the considerable deterioration in the quantum bal- 
ance of merchandise trade was offset by a large rise in revenue 
from the tourist trade. 


influence of the raw material boom. In consequence,, 
there was no deterioration in the balance of payments; 
of any of these countries even though the rise in the} 
volume of imports was not matched by the rise in| 
exports? (tables 22 and 23). In Brazil there was event 
a shift from an import balance to a very large export: 
balance, in money terms, as a result of the boom ini 
coffee prices despite the fact that the volume of coffee} 
exports fell.® 


2 For Mexico see preceding footnote. 

3 The decline in exports is accounted for by the fact that coffee » 
inventories were not drawn upon in 1950 as had been the case? 
in 1949, As was mentioned earlier, the 1950 coffee crop wasi 
about the same as in the preceding year. 


i i i lected Latin 
ble 21. C onents of Gross National Product, at 1949 Prices, in Se 
ep ek American Countries, 1949 and 1950 


(As percentage of 1949 gross national product) 
a 


Grose Balance of 


Gross ol ots investment expor' oA 
nationa ersona CL Pen Guure lhe enh imports © 
Country and year nee ek ete de 2 ee : gocds ond 
(4) (2) (3) (4) (5) 
Argentina: 
OAD Mae cee ieee 100.0 70.0 11.8 20.6 —2.4 
LOS Maer nennccete ders nis, cco ene 99.0 67.9 11.4 19.7 _ 
Brazil 
EO AG reese ent Wace taecc atin: 100.0 74.4 11.0 14.8 —0.2 
LOS erent atts ees oleic 106.0 78.8 WB 17.4 —3.4 
Chile 
O49 er ee ea ec RRP enion ese 100.0 78.2 11.0 14.3 —3.5 
LOS OReewe aera eee See tr 98.0 75.0 135 LM6 —2.0 
Cuba 
QAO I cisae Reatt cus oie Cae: seahoee 100.0 73.6 10.8 10.9 40.7 
OH Oise bape rae Soc eee coe 105.0 79.3 14.0 11.9 —0.3 
Mexico: 
LE OAD Sater can ancurge ted Maree er Aden oe 100.0 76.0 7.8 14.9 1.4 
5 0: Sea tater ste ete eee 107.0 80.2 Cul 16.2 nerd 


SSD 


Source: United Nations Department of Economic 
Affairs; estimated from available statistics. The 
orders of magnitude reflected by these figures are 
believed to provide a reasonably accurate quantita- 
tive picture for the purpose of the analysis in the 
text. 

The gross national product was derived from 
estimates of production. No adjustment has been 
made for net payments of dividends and interest 
abroad, which are therefore included in the gross 
national product. Direct estimates were made of 
the balance of merchandise trade and services other 
than net payments of dividends and interest abroad, 
public expenditures on current account and total 
gross investment. Consumption was obtained as a 
residual but was checked in each case by direct 
estimates based on a sample covering major con- 
sumption items, 

In order to make the figures comparable from 
year to year and from country to country, the vari- 
ous components were calculated throughout in 1949 
prices, and are shown in each case in the form of 
ratios to the 1949 gross national product of the re- 
spective country. For conversion into 1949 prices, 
the values of exports and imports (including serv- 
ices) were deflated by corresponding unit values 
so that the difference represents the quantum bal- 
ance. For the other components, the cost of living 


index was used except for certain components 
whose price movements differed significantly from 
that of the cost of living, for example, the value of 
construction and imports of capital goods, for 
which specific deflators were used. 


Notes on data for specific countries 


Argentina. Item (3) includes expenditures of the 
Municipal Administration of Buenos Aires and of 
the non-commercial autonomous agencies. Item (4) 
includes changes in inventories in export commod- 
ities held by the government trading agency (Insti- 
tuto Argentino de Promocién del Intercambio) . 


Brazil. Item (3) includes expenditures of states 
and municipalities. Item (4) includes changes in 
inventories of coffee. 

Chile. Item (3) includes expenditures of munic- 
ipalities and of the non-commercial autonomous 
agencies. 

Cuba. Item (3) corresponds to total revenue of 
the Cuban Government under the ordinary budget, 
on the assumption that the possible surpluses and 
deficits under this budget were negligible. Item (4) 
includes changes in inventories of sugar. 


Mexico. Item (3) includes expenditures of the 


states and municipalities, and of the autonomous 
agencies. 
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Table 22. Quantum of Merchandise Trade of Selected Latin American Countries, 
1949 to 1951 


(Measured in millions of national currency at 1949 prices) 
ae ee ee 


1950 


Country and item 1949 First eeu Full ea 
half al year half 
Argentina: 
Paports tiers havea 3,719 2,566 1,955 4,521 1,867 
RGD OPtE a). aoe 4,642 2,326 2,162 4,488 2,167 
Balance —923 240 —207 33 —300 
Braal: 
MEO cue ds tarten cs a bre 20,153 6,998 10,009 17,007 9,216 
Deiporion nein esas a 20,648 9,372 14,550 23,922 15,926 
Balance —495 —2,374 —4,541 —6,915 — 6,710 
Chile: 
| Ov aS kan ome eee 1,438 640 750 1,390 638 
importer) soma. «0s 1,475 590 624, 1,214 615 
Balance —37 50 126 176 23 
Cuba: 
POR ee sone a 578 282 le 594, 336 
Impetis ccs e tLe. : 451 259 289 548 305 
Balance 127 Pe 28 46 31 
Mexico: 
Bartels. cn patos 3,388 ay 2,052 3,569 1,654 
Siniporisee oeors as ae 3,524 L758 2,394 4,152 2,617 
Balance’ —136 —24] — 342 —583 — 963 


Source: For 1949, United Nations Monthly Bulle- 
tin of Statistics. For 1950 and 1951, the current val- 
ues shown in that publication were deflated by 
dividing them by an index of the corresponding 
unit values of imports and exports (see table 23). 


The terms of trade also improved for Argentina, but 
not for Chile.* The strained exchange position of both 
countries at the beginning of 1950 induced them to con- 
tinue and even to strengthen import and exchange re- 
strictions, which resulted in curtailment of imports. 
Argentina, in addition, sharply expanded its exports of 
wheat and oil-seeds by drawing on government-held 
stocks. 


Developments in private and public investment in 
_Argentina and Chile were also affected to a considerable 
extent by their foreign trade policies. Although the 
import restrictions were concentrated mainly on im- 
ports of non-essential consumption goods, they struck 
at the imports of capital equipment as well. This af- 
fected not only that part of private investment which 
consisted of imported investment goods but also the 
complementary home-produced investment such as 
building of factories and installation of equipment. In 
addition, since Argentina’s increase in exports was 


4 The average dollar unit values of Argentine exports fell in 
1950 as compared with 1949, but the dollar prices of imports fell 
even more, as a result of currency devaluation of western Euro- 
pean countries in 1949, so that “dollar terms of trade” improved. 
In Chile, the rise in dollar prices for copper in the second half 
of 1950 merely cancelled out the decline in the first half of the 
year; since Chile depends much ess upon western Europe as a 
source of supply for its imports, dollar import prices did not fall, 
and the “dollar terms of trade” also remained roughly unchanged. 


2 Tn gold pesos. 


> The figures for Mexico differ significantly from 
those in column (5) of table 21 because the latter 
include revenue derived from tourists. 


achieved by drawing upon government-held stocks, 
there was a corresponding offset in the volume of in- 
vestment. None of these factors operated in Brazil, 
Cuba and Mexico, and indeed public and private in- 
vestment showed considerable increases there.> As to 
government expenditure exclusive of public invest- 
ment,® it increased or was at least maintained in all 
countries under consideration. 


Consumption, however, as already stated, was re- 
duced in Argentina and Chile and increased in the other 
countries. In the first group, consumption fell more 
than the gross national product, as shown in table 24. 
In Argentina, this appears to have been largely due to 
the elimination of most food subsidies. The fall in real 
incomes resulting both from the drop in gross national 
product and from the elimination of subsidies lessened 
the demand for manufactured commodities roughly to 


5 In Brazil a contributing factor was the change in coffee in- 
yentories, noted above. Since in 1950 there was no drawing upon 
inventories for exports as had been the case in 1949, investment 
in inventories was pro tanto higher in 1950 than in 1949. 


6 In so far as possible, the expenditures on current account of 
the autonomous government agencies of a non-commercial nature 
were included. Expenditures on current account of governmental 
or semi-governmental agencies engaged in the sale of goods and 
services (for example, public utilities or oil monopolies) were 
excluded, as such expenditures are part of the other components 
of the gross national product. 
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Table 23. 


Indices of Export and Import 


Unit Values and of Terms of Trade of 


Selected Latin American Countries, 1950 and 1951* 


(1949 = 100) 
Seger 


1950 


ae 
Country, currency and item th second E bs ie 
Argentina: 
In United States dollars: 
Exporteviaes-: nos ave oe aie: 89 88 a 
Umaportes ny case) eek tees 84 163 
Terms of trade........ 106 120 113 
In pesos: 
A Se 100 139 119 208 
eee Us fe, eee 98 118 108 189 
Terms of trade.......- 102 118 110 110 
Brazil: 
E LE RE et eee ee SE were 130 158 145 166 
Pee Pe ee Nee a hee 85 85 85 100 
‘lerms\of trade.a.5- 153 188 17 166 
Chile: 
In United States dollars: set 
i Bsaqafetaichacc ss nc a oar eee onemeecs 93 104. 99 
ae Oe A ee ee 98 100 99 108 
Terms of trade... «1.206 95 104, 100 114 
In pesos: 
PES DOULS pe Parton tae sys are 116 
Peiorigae ewe Se cs 132 
iermsot trades see 83 
Cuba: 
EXODUS crhag gets pit kc hee elle apelin’ 103 113 108 123> 
UMAPOUES Senet cero eo eae: 92 96 93 108» 
Terms of irade........ 112 118 ES 114> 
Mexico: 
LEN PORTS Seine weasel aS aus ak eta trons 97 125 112 138» 
TRApOTISee AM ha Math teh seat eays 106 106 106 124» 
Terms of trade ....... 91 118 105 111> 


Source: United Nations Department of Economic 
Affairs; based on official statistics. Chilean data 
computed on the basis of official indices of quantum 
of exports and imports. To compute unit values in 
paper pesos, the trade values in gold pesos were 
converted into paper pesos at the respective average 
exchange rates. Mexican data estimated on basis of 
indices published by Banco Nacional de Comercio 
Exterior, S. A., in Comercio Exterior (Mexico, 
De Pas 


4 The indices of unit values and of terms of trade 


the same extent as their supply was reduced by import 
restrictions. On balance there was, therefore, little if 
any inflationary pressure from the demand side in 
Argentina during 1950 even though the cost of living 
rose by some 25 per cent as subsidies were removed 
and the cost of imports and labour costs rose. 


In Chile, the fall in consumption was due primarily 
to the deterioration in the supply position which re- 


7 Part of the discrepancy between the changes in gross national 
product and consumption in Chile is accounted for by the deteri- 
oration in terms of trade in domestic currency as a result of the 
reduction in the differential rates of exchange. (In table 24 this 
is reflected in the difference between the indices of gross na- 


represent changes in terms of domestic currencies. 
For Argentina and Chile, which operate under a 
system of differential rates of exchange, the terms 
of trade were computed both in United States dol- 
lars and in domestic currencies. The “dollar terms 
of trade” represent the terms of exchange with for- 
eign countries; the local currency terms of trade 
should be interpreted as an indication of the “do- 
mestic” terms of exchange between sellers of ex- 
port goods and domestic consumers of import goods. 
> Estimated. 


sulted from the failure of agricultural production and 
from import restrictions. This fall in the supply of con- 
sumption goods, which was greater than that in the 
gross national product, was associated with some in- 
crease in inflationary demand pressures.” 


In Brazil and Cuba, and to a lesser extent in Mexico, 
there was an increase in consumption in absolute terms, 
made possible by an improvement in supply both from 


tional product in physical terms and in consumption equivalent. ) 


It should be noted that, as stated above, the “dollar terms of 
trade remained roughly unchanged; thus the deterioration in 
the “domestic terms of trade” was equivalent in this case to in- 
creased import duties. 


| 
| 
| 
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Table 24. Indices of Gross National Product and 
Consumption in 1950, at 1949 Prices, in Selected 
Latin American Countries 


(1949 = 100) 


Consumption 


Gross national equivalent of Personal 


Country product gross national consumption 
product 
(4) (3) 
Argentina....... 99.0 99.0 97.0 
ra7il sete. «5. 106.0 110.0 106.0 
(Ci ee 98.0 97.5 96.0 
BOUNDS ech ncsuSiee, As 105.0 109.0 107.0 
le xA CO lgarcia cin ¢ 107.0 108.0 105.0 


Source: United Nations Department of Economic Affairs; 
based on available statistical information. The orders of magni- 
tude reflected by these figures are believed to provide a reason- 
ably accurate quantitative picture for the purpose of the analysis 
presented in the text. Column (1) repeats the estimates of real 
gross national product from table 21 and measures the physical 
volume of output. Column (2) gives the value of the gross 
national product deflated by an index of consumer prices. The 
difference between the two columns is mainly due to the change 
in terms of trade, since these determine the volume of imports 
that may be bought for a given volume of exports. However, for 
countries for which a separate deflator was used for each compo- 

t, the discrepancy between the first two columns of the table 
is also affected by the extent to which the combined index of 
the prices of domestic investment and government expenditure 
differs from the index of consumer prices. The relation of the 
volume of consumption, shown in column (3), to the consump- 
tion equivalent of the gross national product is determined by 
(a) taxes net of transfers and subsidies; (6) the distribution of 
income among various income-receiving groups of the population, 
especially between wages and profits; and (c) the ratio of con- 
sumption to income for given income groups. 
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domestic food production and from increased imports. 
In Brazil, real consumption increased in the same pro- 
portion as the physical gross national product, even 
though incomes were inflated by the steep increase in 
export prices (table 24). The rise in consumption was 
nevertheless in line with that of demand because the rise 
in export prices accrued mainly to profits, out of which 
only a small part was spent on consumption. In Cuba, 
the effect of higher export prices upon incomes was to 
a large extent offset by higher government revenue, 
while the supply of consumption goods increased some- 
what more than the gross national product. In neither 
of these two countries, therefore, was there any signifi- 
cant increase in the pressure of demand upon the supply 
of consumption goods in 1950 as compared with 1949, 
In Mexico, however, the supply of consumption goods 
did not keep pace with the gross national product, and 
there apparently was some increase of inflationary de- 
mand pressure. 


Except for Cuba, the cost of living rose in all the 
countries under review, the increases being greatest in 
Argentina and Chile (table 25). In Argentina, the with- 
drawal of subsidies, and in Chile the inflationary de- 
mand pressures, resulted in a fall in real wages and 
thus intensified the wage-price spiral of the preceding 
period.® In Mexico the increase in prices was not accom- 
panied by an increase in money wages, and accordingly 
real wages also fell. In Brazil prices rose practically 
to the same extent as in Mexico, but wages increased 
as well. 


8 In Chile, the inflationary spiral is of long standing; in Argen- 
tina, it began with the decline in real wages in the second half 
of 1949 after a period of rapid increase in 1947 and 1948. 


Table 25. Indices of Cost of Living in Selected Latin American Countries, 1949 to 1951 
(1949 = 100) 
1949 1950 1951 
County First Second Full First Second Full aie 
half half year half half year 
Argentina:* 
SPOS MAN ay eACs Hc wie 30 100 118 133 126 153 
Brazil:» 
OS CMNOR Ae elem ais sors oon os 100 100 100 105 107 106 112 
Chile:¢ 
AGOUeralee ert. Se she a as 95 105 100 109 121 1s) 130 
Cuba: 
Pood veeyan emi sels: 102 98 100 94 100 97 1054 
Mexico: 
General ion «npodhca at « 98 102 100 104, 108 106 113 


a  —————————————————— 


Source: 
Statistics. 


a Buenos Aires. 
b Sao Paulo. 


United Nations, Monthly Bulletin of 


¢ Santiago. 
4 Four months only. 


© Mexico City: cost of food, clothing, soap and 
coal. 
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Part I. Major national economic changes 


Economic Activity in 1951’ | 


CHANCES IN PRODUCTION IN FIRST HALF OF 1951 


Compared to 1949/50, total agricultural production 
was higher in all the countries of this group. In Argen- 
tina, the 1950/51 crop of cereals and oil-seeds improved 
substantially compared to that of the previous year 
when corn (maize) in particular had been severely 
affected by the drought. Among the livestock products, 
production of meat declined as against the correspond- 
ing period of 1950, and output of wool was slightly 
higher. In Brazil and Mexico, production of the late 
crops of 1950 and of some of the early crops of 1951 
was generally higher, and in Cuba the 1951 sugar crop 
was slightly larger. 


In Brazil and Mexico, industrial production and 
the level of output in manufacturing were substan- 
tially above the level of the corresponding period of 
1950 (table 20). On the other hand, Argentina showed 
only a slight rise in industrial output, and in Chile the 
recorded increase in industrial production resulted from 
the putting into operation of a substantial addition to the 
country’s steel-producing capacity ; there was very little 
change in the level of output in the rest of the manu- 
facturing industries. In the extractive industries, output 
in Chile was higher than in the first half of 1950 even 
though it showed a drop as compared with the second 
half. Mexico experienced a substantial drop in output 
of minerals compared to both the first and second halves 


of 1950. 


Total physical output, which can be considered as 
representative of the gross national product, rose in all 
countries compared to the corresponding period of 
1950. It increased significantly in Brazil and Mexico, 
and to a lesser extent in Argentina, Chile and Cuba. 


CHANGES IN GROSS NATIONAL PRODUCT IN FIRST HALF 
oF 1951 


The economic developments from the first half of 
1950 to the first half of 1951 in Brazil, Cuba and Mexico 
had much in common with developments from 1949 to 
1950. Brazil and Mexico experienced a decline in the 
quantum balances of exports and imports; this was due 
to a considerably greater rise in the volume of imports 
than in the volume of exports (table 22). In Cuba the 
quantum balance remained small, with both ex- 
ports and imports showing a rise. Private and public 
investment in fixed capital showed, as in 1950, a signifi- 
cant increase owing to larger imports of capital equip- 
ment’? and to an expansion in residential building. An 
important element in these developments, especially 
with regard to residential building, was the reinvest- 


9 ee data for the pa year 1951 were not available at the 
time this report was completed, the analysis is confi 
first half of 1951. _ y nfined to the 
+0 For a discussion of the problems of supply of capital goods 
to under-developed countries, see chapter 6 of this report. 


ment of export profits earned in the second half of | 


1950; this factor was especially prominent in Brazil. 
There was also an increase in investment in inventories, | 
especially of imported goods, which may have been at | 
least partly of a speculative nature. In Cuba, these in- 
creases in fixed capital investment were offset by a 
decline in export inventories of sugar compared to the | 
first half of 1950, so that total investment was prac- 
tically unchanged. 


Consumption showed some increase in Brazil, Cuba, 
and Mexico. There was also a rise in the gross national 
product in these three countries. The effects of the im- 
provements in terms of trade (see table 23) were 
counterbalanced by increases in tax revenue, so that 
incomes after taxes did not rise at a higher rate than 
the gross national product. In Brazil and Mexico the 
percentage increase in consumption was less than in 
gross national product and in incomes after taxes, 
and inflationary pressures increased. In Cuba, the rise 
in both consumption and gross national product was 
small, and thus there was no significant increase in in- 
flationary demand pressures. 


Prices in the first half of 1951 were 7 to 10 per cent 
higher than in the corresponding period of 1950, which 
reflects at least in part the increase in import prices, 
especially in Cuba (table 25). 


Unlike developments in the three countries consid- 
ered above, changes in the components of the gross na- 
tional product of Argentina and of Chile during this 
period were significantly different from those between 
1949 and 1950. In both countries, import restrictions 
had already been in effect during the first half of 1950, 
and from then on to the first half of 1951 imports were 
approximately stable (table 22). But while the quan- 
tum balance of exports and imports was practically un- 
changed in Chile, there was a fall in the volume of 
exports from Argentina which was associated partly 
with smaller meat production, with the result that the 


quantum balance of Argentina’s exports and imports 
deteriorated in 1951. 


Investment in fixed capital stayed virtually the same 
in both countries, compared with the corresponding 
period in 1950; a reduction in imports of capital goods 
was associated with an increase in domestic production, 
particularly of steel in Chile. However, in Argentina 
there was an increase in total investment, reflecting the 
replenishment of inventories of export commodities, and 
in Chile there seems to have taken place an accumula- 
tion of inventories of industrial goods. Consumption 
remained practically stable in both countries; in Chile 
there was some fall in the domestic production of food, 
a tne mae | eee good by higher imports. 

ges in the components of the 


gross national product was that the total increased some- 
what in both countries. 
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In Argentina, the “dollar terms of trade” rose and, 
despite the devaluation, there was also an improvement 
in the terms of trade in domestic currency (table 23). 
The effect of this improvement upon incomes was, how- 
ever, more than offset by an increase in government 
revenue. In Chile, where there was also an improvement 
in the “dollar terms of trade,” the terms of trade in 
domestic currency deteriorated considerably following 
a devaluation of the differential import rates.1! Despite 
the small increases in gross national product, real in- 


comes after taxes were virtually unchanged in both 
countries. Consumption likewise was practically un- 
changed. 


Nevertheless, the cost of living rose from the first 
half of 1950 to the first half of 1951 by about 30 per 
cent in Argentina and about 20 per cent in Chile (table 
25). This rise in living costs reflected the continuation 
of the price-wage spiral of the preceding period, which 
was aggravated by the devaluation. 


B. Selected Countries in the Far East 


This section of the report describes and analyses the 
course of economic events in 1950 and 1951? in India, 
Japan, the Philippines and the island of Taiwan—the 
area of China administered by the National Govern- 
ment. 


In India, Japan and the Philippines a moderate in- 
crease in agricultural output in 1949/50 improved 
food supplies in 1950. In Japan, food output continued 
to rise in 1950/51. In India, however, although the 
output of fibres was higher for the second year in suc- 
cession, the cereal crop was poor and a prospective 
deterioration in the food supply was apparent well in 
advance of the harvest. In the Philippines the cereal 
crop was somewhat smaller but crops for export were 
improved. Industrial production rose in Japan and in 
the Philippines during the period under discussion. In 
India industrial production receded a little in 1950 but 
recovered significantly in the first half of 1951. 


The effect of these changes in 1950 was to increase 
the real gross national product in all three countries. 
On the expenditure side, large increases were registered 
in the quantum balance in each country; exports were 


higher in all instances, but in India and the Philippines 
import restrictions played an important part in bring- 
ing about the shift in the quantum balance. Consump- 
tion also rose moderately in Japan. It may, however, 
have fallen somewhat in India and the Philippines, and 
since incomes rose owing to the increase in gross na- 
tional product, inflationary pressures developed in these 
two countries. 


In the first half of 1951 the experience of the three 
countries diverged more widely. Gross national product 
continued to rise in Japan and the Philippines but re- 
ceded a little in India. In the Philippines, the change 
in the quantum balance continued to act as the major 
stimulating influence. In Japan, investment in inven- 
tories became the most important of several factors 
combining to raise product and income. Real consump- 
tion receded in all three countries, especially in India. 
The scarcity of consumer goods, increasing in India and 
persisting in the Philippines, continued to cause in- 
flationary pressures. In Japan consumer demand was 
restrained by a redistribution of income towards profits, 
stemming probably from the application of higher 
markups over production costs in determining prices. 


India 


In India, the 1950/51 decline in the output of cereals 
was a determining factor in the period under consid- 
eration. Since the decline was anticipated, its effects 
began to be felt long before the actual harvest. Although 
cereal output was up 4 to 5 per cent in the crop year 
1949/50, decidedly poor prospects for the next harvest 
foreshadowed a deterioration in the food supply well 
before the end of 1950. In fact, the 1950/51 crop was 


11Jn Argentina, both export and import rates of the peso in 
terms of foreign currencies were reduced. Some of the resulting 
increase in the revenue of the government export agency was 
passed on to the farmers through higher prices, while producers 
of goods exported through private channels benefited directly 
from the higher export rates. The devaluation therefore was 
tantamount to the imposition of duties on imports and simul- 


about 10 per cent smaller, and rice was the poorest of 
all the major crops. Since sugar output continued to 
rise, the decline in total food production was no more 
than 5 per cent. In both years, but especially in 1949/50, 
there was a large increase in the output of fibres, rais- 
ing the total output of crops about 4 or 5 per cent in 
1949/50 and holding the decline in 1950/51 to about 
the same percentage (table 26). 

taneous payment of subsidies on exports. In Chile, where the 


devaluation was largely confined to the import rates, it amounted 
primarily to an increase in import duties. 


12 Since data for the entire year 1951 were not available at the 
time this report was completed, the analysis does not extend 
beyond the first half of 1951. 
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Table 26. Selected Indicators of Economic Activity in India, 1949 to 1951 


Period Type of activity 
AGRICULTURAL PRODUCTION (1948/49 = 100) 

Crop year: Total crops* Food grains» Fibres¢ 
MOG (DO setts ee atind Seater etn ork 105 105 150 
ROIS Ree TIRE REPEAT Nec gies 101 96 164 

INDUSTRIAL PRODUCTION (1949= 100) 

Year or half-year: Total Cotton cloth Jute manufactures 
LOS5O0mbirst haltswor asec: real 99 98 a 
7050, Second hallte.sowse.c-aus | oo 90 as 
1950 Ball year anit. ses cece ee 99 94 a 
LOS) Firsthalfsi. ces messes. LOS 104 

FOREIGN TRADE (MILLIONS OF 1949 RUPEES) 
Quantum of Quantum of Terms of trade® 

Year or half-year: exports® imports Balance (1949 = 100) 
LOA ReO RT Noie ta tage aha tans gat Seams 4,767 6,703 —1,936 100 
FOSORMirst halhe cen) see addeee sr out ejOl 4 2,350 —33 104 
1950; Second shalf 42. cccsscs4: 112,009 2,783 — 24 104 
1950 ull years Neca ts<e ena aire 5,076 5,133 —57 104 
(OSU hist baltcrs stem rors Sok aa OOO 2,998 —140 105 


i 


Source: Government of India, Agricultural Situ- 
ation in India; Ministry of Commerce, Monthly Ab- 
stract of Statistics (New Delhi). Index for agri- 
cultural production computed by United Nations 
Department of Economic Affairs from official na- 
tional statistics. 

4 Food grains, fibres, oil-seeds, gur, gram, pota- 
toes and tobacco. 


In 1950 industrial production barely reached the 
1949 level, in spite of a steady growth in the output of 
steel, coal and cement. Special factors were depressing 
the volume of activity in the important textile indus- 
tries. The trade impasse with respect to Pakistan con- 
tinued to curtail the supply of raw materials to jute 
manufacturers. Although there was an adequate supply 
of raw cotton, manufacturers were apparently unwilling 
to maintain production at the controlled price. In fact, 
jute and some other raw materials, as well as cotton, 
were being withheld from production for speculative 
reasons. The trend in the production of cotton textiles 
was reversed early in 1951 when prices of raw cotton 
and of cotton cloth were raised. Jute production also 
began to improve after a trade agreement was signed 
with Pakistan and jute prices were decontrolled. As a 
result of gradual recovery in textiles, continuing ex- 
pansion in the output of heavy industries and a large 
increase in the output of sugar refineries following an 
excellent crop, industrial production in the first half 


of 1951 was nearly 10 per cent higher than a year 
earlier. 


The improvement in agricultural output in 1949/50 
thus wholly accounted for a modest rise in real gross 
national product in 1950 while a poor crop at the sub- 
sequent harvest was responsible for a decline in the 
first half of 1951 in spite of the growth of industrial 
output. 


> Rice, wheat, jowar, bajra, ragi, maize, barley. 
¢ Cotton and jute. 


4 Quantum balances include landborne trade and 
represent current values deflated by unit value in- 
dices. Unit value indices are based on air and sea- 
borne trade only; this represents over 90 per cent 
of total trade. 


¢ Excluding export duties. 


The major change in the components of demand in 
India during 1950 occurred in the quantum balance of 
merchandise trade. Exports rose, particularly in the 
second half of the year, and exports of cotton yarn and 
piece-goods were well over twice the level of the previ- 
ous year. The Government succeeded in effecting a dras- 
tic cut in imports, especially of textiles and of some 
other consumer goods, and adhered to its policy of re- 
ducing imports of grain until the threat of a poor 
harvest emerged late in the year. In these circumstances, 
the quantum deficit was reduced to a very small fraction 
of its former size. However, this trend was arrested in 
the first half of 1951 in spite of the higher level of 
exports. Imports of grain were greatly increased, 
while new limitations were imposed on the export of 
cotton piece-goods in the second quarter in order to 
ensure a more adequate supply to the domestic market. 
The quantum deficit thus rose by comparison with the 
first half of 1950. 


Investment in plant and equipment remained some- 
what below that of 1949, both in 1950 and throughout 
the first half of 1951; this decline was associated with 
a fall in imports of capital goods which was not fully 
offset by the steadily rising activity in domestic capital 
goods industries. The accumulation of inventories, how- 
ever, increased both in 1950 and in the first half of 
1951, owing to the hoarding of grain and of such raw 


Chapter 3. Selected countries of Latin America and the Far East 47 


materials as jute and cotton in 1950, and the accumula- 
tion of stocks of cotton cloth in the first half of 1951. 


Meanwhile government expenditure on current ac- 


count, which fell appreciably in 1950, was rising in the 
first six months of 1951. 


Consumption was no higher and possibly somewhat 
lower in 1950 in spite of the rise in gross national 
product and income; and in the first half of 1951 con- 
sumption fell more than gross national product and 
income. This decline was the result of current supply 
conditions, which were characterized by scarcity of food 
late in 1950 and in the first half of 1951, and by scarcity 
of textiles in 1950. 


The supply of foodstuffs seems to have improved 
during most of 1950 but toward the end of the year the 
prospect of a poor harvest and the world-wide resur- 
gence of inflationary forces encouraged hoarding.® The 
growing scarcity of foodstuffs necessitated a 25 per cent 
cut in rations in January 1951, and when the ration was 
restored in most states in June it contained less rice. 


In 1950 there also occurred a drastic contraction in 
the supply of finished cotton goods. The decline in 
domestic output, the virtual elimination of imports and 


the expansion of exports combined to reduce domestic 
supplies by about 30 per cent. There was some improve- 
ment in the first half of 1951, particularly in the second 
quarter when the Government established greatly re- 
duced quotas for the export of cotton cloth. However, 
this restriction resulted in an accumulation of inven- 
tories rather than increased consumption, partly for 
speculative purposes and partly because the goods pro- 
duced were not suited to the needs of the domestic 
market. 


The rise in wholesale prices in 1950, as measured by 
official indices, was comparatively small; it occurred in 
the second half of the year, reversing a slight down- 
ward trend from the latter part of 1949 into the first 
part of 1950. The movement of prices in the unrationed 
sectors was, of course, much more pronounced. In the 
first half of 1951 wholesale prices moved decidedly 
higher, reflecting some degree of decontrol, and per- 
mitted increases in the controlled textile sector, as well 
as the continuing advance of raw material prices. The 
wholesale and retail price indices for food show only 
a moderate rise over the period but they mainly measure 
the prices of rationed foodstuffs; moreover, the retail 
price indices do not reflect changes in quality. 


a“ Japan 


Gross national product in Japan increased about 13 
per cent in real terms in 1950 and continued to rise in 
the first half of 1951. All but a minor part of this in- 
crease was attributable to industrial production. Al- 
though there was a considerable rise in activity in min- 
ing and in construction, the most significant advance in 
output occurred in the manufacturing industries (table 
27). The rise in output was accompanied by only a 
small expansion in employment—reflecting a marked 
improvement in productivity. Agricultural output in 
1950 was little higher as a whole, owing to a decline 
in the output of raw silk, but food crops were larger. 


In 1950 all the components of gross national expendi- 
ture contributed to the increase in the total, the foreign 
trade component making the major contribution. In 
spite of a strong negative shift in the quantum balance, 
the rising trend in output was maintained in the first 
half of 1951, but it was associated with a considerable 
accumulation of inventories. 


Exports rose sharply in 1950, particularly in the sec- 
ond half of the year, when there was the added factor 
of a large inflow of receipts as a result of military pro- 
curement by United States authorities. The large deficit 
in the quantum balance of 1949 was thus virtually 
erased in 1950. However, the accumulation of large 


18 Apparent consumption, which takes account of the change 
in government stocks, production and net imports, rose; but this 
fails to take account of an unknown amount of disappearance 
into private hoards. 


stocks of raw materials and the growing demand for 
capital goods from abroad led to a huge expansion in 
imports in the first half of 1951. Since exports held 
close to the level reached in the latter part of 1950, the 
quantum balance turned strongly negative. There was 
no significant change in the terms of trade during this 
period. 


The volume of investment in plant and equipment was 
rising in 1950 and in the first half of 1951. However, 
the large stocks involuntarily accumulated in the previ- 
ous year were drawn on to support the rising level of 
production in 1950. In the first half of 1951 inventory 
liquidation gave way to large-scale accumulation. Pro- 
duction ran well ahead of exports and domestic con- 
sumption so that fairly heavy stocks of finished goods 
were built up, probably for speculative purposes; in 
addition, there was extensive restocking of raw mate- 
rials. Having been appreciably higher in 1950 than in 
1949 in spite of disinvestment in inventories, gross pri- 
vate investment rose still further in the first half of 
1951. There was the further stimulus of a moderate in- 
crease in government expenditure during the period 
under consideration. 


Income after tax rose faster than gross national prod- 
uct during part of the period as a result of a reduction in 
income and business taxes. Nevertheless, real consump- 
tion rose only moderately in 1950 and, in the first half 
of 1951, receded a little below the level of the first half 
of 1950. The shortfall in consumption is explained 
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Part I. Major national economic change 


Table 27. Selected Indicators of Economic Activity in Japan, 1949 to 1951 


Period 


AGRICULTURAL PRODUCTION (1949 = 100) 


Total* 
101 


Year: 


1950 Full year 


INDUSTRIAL PRODUCTION (1949= 100) 


Year or half-year: Total» 
POSOP hist half.oe aneeys es 
1950 ;Second half ictyan sc. one ei 137 
1050 Pull-years 6% y. 22. eee 125 
195 lebiret halite ase. cs ee seem 167 


PRICES AND WAGES 


Effective consumer 


Type of activity 


Crops 
106 
Mining Manufacturing» 
101 HL 
1 142 
106 129 
114 1s) 
(1949 = 100) 


Real monthly earnings 


Year or half-year: prices (urban) in manufacturing? 
O50 Rife nalta male ace 93 121 
LO50RSecond hall a eds. See a 94 139 
1O50 Null yeatia.ueesms aaleose4 93 130 
POS Te Pars tall peredevaye in oy. shee sctoes 107 133 

FOREIGN TRADE (THOUSAND MILLIONS OF 1949 YEN) 
Quantum of Quantum of Quantum of Terms of 
exports, special pro- imports, Balance trade 

Year or half-year: f.o.b.4 curement® CLs (1949 = 100) 
GAO Bere ein cmoelen cule waco tes 169 — 284 —115 100 
MOSO Shirets halls sera teehee ute 144 — 199 —30 92 
1950 (Second haltae.c ce cee mee 200 31 185 46 94 
OSCR Mullican! pcs sertre seat: 344 31 384 —9 93 
LOG abirstchaltian esc suit 4 ame 49 332 —89 96 


Source: Japanese Economic Stabilization Board, 
Economic Survey of Japan, 1950-51 and Monthly 
Economic Report (Tokyo); Bank of Japan, Finan- 
cial Statistics Monthly (Tokyo) ; Japanese Minis- 
try of Finance, Statistical Abstract of Japanese 
Economy, 1950 (Tokyo) ; Supreme Command for 
the Allied Powers, Japanese Economic Statistics 
(Tokyo). 


by a major shift in the distribution of income towards 
profits, in particular from 1950 to 1951, as a result of 
higher markups over costs of production which pre- 
vented real wages from keeping pace with the remark- 
able improvement in productivity.1* The fact that manu- 
facturing output nearly doubled from 1949 to the first 


@ Including sericulture and livestock. 


> Official monthly figures have been adjusted to 
conform with official annual figures for 1950. 


¢ In large factories only. 
4 Recorded trade. 


e Deflated by export price index; the item in- 
cludes services which are estimated at about 20 per 
cent of the total. 


half of 1951 with only a small increase in employment, 
while real earnings rose by less than one-third,® pro- 
vides a rough indication of the magnitude of the shift. 


Indeed, while real wages rose during 1950, the trend 
did not continue in 1951. 


The Philippines 


Agriculture and industry both contributed to a mod- 
est increase in the real gross national product in the 
Philippines in 1950 and in the first half of 1951. Out- 
put of domestically consumed crops was about 5 per 
cent higher in the crop year 1949/50, and in the year 
following there was a further 3 per cent rise, though the 
rice and corn crops were slightly smaller. The major 
export crops, except sugar, registered better yields in 


1949/50. In 1950/51 production of all export crops 


14 Similar developments were noted in western Germany dur- 
ing this period (see chapter 1). 


rose substantially, partly at least, under the influence 
of the raw material boom (table 28). Mining and manu- 
facturing output rose in 1950 and again in the first half 
of 1951. While import restrictions provided a strong 
stimulus to domestic activity in some manufacturing 
industries, they had a distinctly depressing effect on 
trade and services. Construction, for reasons described 
below, also declined significantly during 1950 and 1951. 


15 The increase in real earnings in large factories was about 
one-third but it was less in small establishments. 
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Table 28. Selected Indicators of Economic Activity in the Philippines, 1949 to 1951 
a “gg 
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Period Type of activity 
AGRICULTURAL PRODUCTION (1948/49 = 100) 

Crop year: Domestically consumed crops* Export crops» 
OO Es eh Oe ete ae eee 105 103 
SAO) 66M RS 5 Oe aol Ore ee 108¢ 143¢ 

INDUSTRIAL PRODUCTION (1949 = 100) 

Year or half-year: Cotton piece-goods Mining? 
POSO PIES Malis Seer sin wees» 206 
TSO Second Malte. oe ok she 238 
1OS0thallsyear sr seeiae.eee sea 223 107 
Oa der testahialie es iy cat. «ber <p 253 Ii7ze 

COST OF LIVING, MANILA (1949 = 100) 

Year or half-year: All items Foodstuffs 
LO5O0mbirstohalfems. oe fee see 96 92 
TOs RSecondshal hemeenee eee 100 95 
DODO Pp Rull eaters ius mama ce 98 93 
MOS Ie Barre tina lieeest are etares, fe 105 101 

FOREIGN TRADE! (MILLIONS OF 1949 pEsos) 
Quantum of — Quantum of Terms of trade 

Year or half-year: exports imports Balance (1949 = 100) 
LO AG emer Rt rena cheeses 022 IG —651 100 
NOSOPHirsienal ieee errs ee ene 273 520 —247 141 
1050 Second half, 3o4 sees 05 325 385 —60 150 
TOs Bull -vearsoe 25s std Nea ot 598 905 —307 145 
MOS We Besta pn ens ig i 393 448 —55 134 


Source: Central Bank of the Philippines, Statis- 
tical Bulletin; Economic Survey, January-June 
1951; Second Annual Report; Central Bank Eco- 
nomic Indicators (Manila). Index of export crop 
production computed by Department of Economic 
Affairs from national statistics. 


a Index of Central Bank of the Philippines; in- 
cludes rice (palay), leaf tobacco, maguey, maize, 
coffee, dry beans and unshelled ground-nuts, also 
abaca, an export commodity. 


The quantum balance made the most significant con- 
tribution to the increase in real gross national product 
in 1950 and during the first half of 1951. The reduction 
of the Philippine export deficit in the first half of 
1951 to about a sixth of its 1949 volume reflected 
in part a rise in exports and in part the reduction 
in imports resulting from the stringent restrictions 
imposed at the end of 1949.*° Government expenditure 
rose over the period, but private investment in plant 
and equipment declined sharply. Commercial construc- 
tion, which was an important part of private investment, 
had been closely tied in with the high level of imports, 
a large proportion of which were luxury and semi- 
luxury goods. Following the imposition of import re- 
strictions, commercial building declined and other con- 
struction did not fill the gap. The cut in imports of 
capital goods no doubt also contributed to the drop in 
private investment. In the first half of 1951 there oc- 
curred a rise in investment jn inventories, partly for 


16 These restrictions were progressively relaxed in the first half 
of 1951. 


> Abaca, copra and sugar, appropriately weighted. 
¢ Preliminary estimate. 


4 Index of Central Bank of the Philippines; cop- 
per, chromite, gold, iron ore and manganese. 


® Estimate for full year 1951. 


‘ Quantum represents money values deflated by 
unit value indices. 


speculative purposes; this rise may have offset the con- 
tinuing decline in fixed capital investment. 


The rise in real gross national product over the period 
was accompanied by a somewhat diminishing supply of 
consumer goods. This was due largely to the import 
restrictions, which were not fully offset by increased do- 
mestic production.*” In the first half of 1951 consump- 
tion may also have been adversely affected by specula- 
tive accumulation of inventories. 


The decline in consumption in the face of the rising 
trend in gross national product and the resulting in- 
crease in incomes was the main factor in the inflationary 
pressure which began in the Philippines in 1950 and 
continued into 195]. Although in 1950 incomes in- 
creased even more than the gross national product, ow- 
ing to a considerable improvement in the terms of trade, 
this improvement appears to have gone primarily into 
profits, so that it did not generate any material demand 


17 The percentage increase in output of textiles was large but 
the rise was not great in absolute terms. 


50 


for mass consumption goods. On the other hand, even 
though in the first half of 1951 a sharp rise in govern- 
ment revenue stemming from new and higher taxes and 
from improved methods of collection significantly coun- 
teracted inflationary pressures, it did not succeed in 
eliminating them. 


Despite inflationary pressures in 1950, prices, on the 
average, were slightly below the 1949 level; this was 
accounted for by a considerable decline in urban money 
wages while rural wages did not improve and may even 
have fallen. Thus inflationary pressure was reflected, 
not in a greater rise in prices than in wages, but in a 
smaller drop in prices than in wages. The decline in 
money wages was the result of an increase in urban 


China: Taiwan” 


Developments in Taiwan represent a special case 
among the countries of this group in that the situation 
was dominated by the problem of intense inflation asso- 
ciated with the financing of the budget deficit. In 1950 
government revenue was sufficient to cover only about 
three-fifths of government expenditure, leaving a deficit 
amounting to about 15 per cent of the national income. 
A part of the deficit was financed from proceeds of 
the sale of imported goods, as provided for in the 
bilateral agreement with the United States Govern- 


18 See chapter 2, footnote 11. 


| 
Part I. Major national economic change# 
| 
unemployment in trade, services and construction fol 
lowing the imposition of import restrictions, the effect 
of which was only partly offset by the rise in manu4} 
facturing activity. Since the rise in gross national prod-l 
uct was due primarily to an increase in the output off 
export crops, it was reflected largely in a reduction im 
rural under-employment and not in an increase in urba 


employment. 


As contrasted with 1950, inflationary pressure in they 
first half of 1951 was reflected in a rise in prices while 
money wages on the average did not improve. The costi 
of living averaged about 10 per cent above the level of 
the first half of 1950 and about 7 per cent above that! 
of the entire year 1950. | 


ment. But, for the most part, the Government relied | 
on the liquidation of gold stocks to discourage the: 
hoarding of goods arising from reinvestment of’ 
liquid funds created by the budget deficit. Much 
of the gold stock was disposed of in the first half of 
the year. That this policy was partially successful in 
stemming inflationary forces is attested by a brief inter- 
lude of relative stability in retail prices. However, the 
progressive depletion of stocks forced the Government 
to limit sales of gold in the second half of the year 
and finally to suspend sales entirely in December. Prices 


Table 29. Selected Indicators of Economic Activity in China: Taiwan, 1950 and 1951 
(1949 = 100) 


: 1950 1951 
CU irs econ Firs: 
fey : tite a half 
Agricultural production: 
ICOM Ete tet ee 5..one eee C 
USAT CAW) Mi-nuers (were. eee eee 37 7 
I Cat Mette ears eee Yon. . pleat 68 i. 
Industrial production: 
Coniioyay GION, ov am cd oownee ae came 148 180 164 234 
. Rector tc Bate ce EN Een A aie (ler 9] 45 68 Abe, 
CLOS CME 2) amino nd Ror DE seine 4 43 39 41 62 
Klectriciivenmr yn suee i44, enn 118 126 12 133 
Cement ae nee ee wane ee en 1 116 114 Ora 
Coal. eae: rete anal. et ee ee 93 81 87 95 
Chemical fertilizers............... 96 152 124 183 
Retatl prices (Taipeh)*............... 175 208 192 Da 


en 


_Source: Provincial Government of Taiwan, Sta- 

tistical Abstract of Taiwan, Summary Report of 
State-Owned Manufacturing and Mining Enter- 
prises, and Taiwan Monthly of Commodity-Price 
Statistics; Central Daily News (Taipeh). 


4 There are two crops of rice of approximately 


equal size; figure for first half of 1951 represents 
the early crop, calculated at an annual rate, as a 
percentage of total 1949 output. 


® Crop year beginning in the year shown. 
° June to December 1949 = 100. 
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hen resumed their upward course even though the sale 
f Economic Cooperation Administration goods rose 
ubstantially. In the first half of 1951 retail prices aver- 
ged 58 per cent above the level of the same period in 
950 (table 29). This rise in prices occurred despite a 
ubstantial improvement in the supply situation. 

The output of rice increased by 15 per cent in 1950 
nd continued rising in 1951; the increase occurred 
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partly at the expense of sugar production. The output of 
tea also fell. There was a considerable expansion in in- 
dustrial production during this period, the output of 
cotton cloth in 1951 being more than double 1949 pro- 
duction; the output of fertilizers was 80 per cent higher, 
and the output of cement and electric power about one- 
third higher. On the other hand, coal production re- 
mained below the 1949 level. 


Part II 


INTERNATIONAL TRADE AND PAYMENTS 


Chapter 4 


GENERAL IMPACT ON WORLD TRADE OF THE RAW MATERIAL BOOM 


The eighteen months following the outbreak of the 
Korean conflict witnessed far-reaching changes in the 
volume, direction and composition of world trade. 
These changes resulted from an initial expansion, after 
mid-1950, of the demand for goods of all types, fol- 
lowed in 1951 by a levelling off in the pressure of this 
demand. 


In the second half of 1950, increases in industrial 
output in a number of industrialized countries, com- 
bined with heavy purchases for inventory in anticipa- 
tion of serious scarcities during the period of rearma- 
ment, resulted in a considerable expansion of the 
demand for imports, particularly of raw materials. As 
a result, prices of raw materials rose much more than 
prices of either foodstuffs or manufactures. The con- 
sequent shift in terms of trade had far-reaching reper- 
cussions on the respective trade and payments positions 
ofthe industrialized and primary producing countries. 


After March 1951, there was a reversal of the upward 
movement of prices of the commodities experiencing 
the greatest price gains in the preceding period, while 
prices of other commodities continued to rise. This 
generally coincided with the subsiding of the previous 
buying wave, the slowing down of United States pur- 
chases for stockpile, and the adoption of various other 
measures for controlling the demand for raw materials. 
From September 1951 to the end of the year there was 
no pronounced trend in raw material prices. 


The easing of raw material prices resulted in some 
improvement in the terms of trade of the industrialized 
countries after mid-1951. From the point of view of 
the countries producing primary commodities, the large 
fluctuations in raw material prices during 1950 and 
1951 were associated with abrupt increases and subse- 
quent declines in their foreign exchange earnings, 
causing serious instability in their balances of pay- 
ments. 


Factors Responsible for Increased Demand for Raw Materials’ 


Considerable concern had existed in 1949 regarding 
the danger of burdensome surpluses of raw materials. 
The volume of raw material imports into the United 
States had fallen markedly during the year, owing to 
the decline in industrial production. Though this was 
more than offset by larger imports into western Europe 
and Japan, as indicated in table 30, stocks of many raw 
materials had begun to accumulate in primary produc- 
ing countries. 


The revival of business activity in the United States 
in the first half of 1950 generated an increase in demand 
for imported raw materials and hence some hardening 
of commodity prices. Notwithstanding, inter-govern- 
mental discussions on the danger of surpluses of certain 
commodities continued, and there was even some ex- 
pectation that commodity price rises during the first 
six months of 1950 would prove to be temporary; sev- 
eral western European countries even deferred imports 
of raw materials during this period and permitted their 


1 For a discussion of the production and supply positions in 
individual commodities see United Nations, Review of Interna- 
tional Commodity Problems, 1951; see also “Recent Changes in 
Production” (Sales No.: 1952.ILC.1). 
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stocks to decline. Thus the inventory position in several 
countries was relatively tight when the conflict in Korea 
began and plans were announced for large-scale ex- 
penditures for defence production and strategic stock- 
piling. 

Following immediately upon these events, expecta- 
tions regarding supplies were sharply revised in many 
countries. The sudden expansion of demand for raw 
materials rapidly forced up their prices, the supply 
position being insufficiently elastic to meet all require- 
ments for normal, precautionary and speculative pur- 
poses. Countries such as the United States, in which 
business expectations even before the Korean war had 
been in the direction of expanding raw material im- 
ports, adjusted rapidly to the new situation. Their im- 
ports in the third quarter of 1950, partially reflecting 
purchases contracted for before the middle of the year, 
already began to show a further rise. In other countries, 
particularly the United Kingdom and France, a com- 
plete reversal of earlier expectations was required, and 
imports in the second half of 1950 were lower than in 


the first half. 
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Table 30. Indices of 


Part Il. International trade and payments 


the Volume of Manufacturing Output and Raw Material* 
Imports of Industrialized Countries, 1948 to 1951 


(1948 = 100) 
1948 1949 1950 1950 1951 
Country and item Aes ee fe ae Second rue 
i 112 116 
Manufacturing output...........---+0--- 100 92 99 ; 
Imports of raw materials.............+.- 100 91 126 134 121 
OEEC countries» (excluding western Germany): sf Ae ie 
Manufacturing output.........-.....-... 100 108 
Imports of raw materials..............-. 100 112 120 119 124 
Germany, western: - ep Je 
Manufacturing output..........-..-.+:.- 100 152 
Imports of raw materials................ 100 174 222 259 233 
Japan: 
Manufacturing output: .... 30... -s65->-- 100 136 154 189 238 
Imports of raw materials®................ 100 181 286 306 518 
Total, above countries: 
Manufacturing output........... 100 100 108 120 126 
Imports of raw materials........ 100 108 130 133 135 
Percentage share of western Germany and Japan in: 
Total manutacturing output.” .-2.-- 2-25: 6.1 8.9 9.6 10.4 i1.2 
Total imports of raw materials............ 6.0 9.8 11.3 12.4 14.6 


Source: United Nations Department of Economic 
Affairs. 


@ Copper, raw cotton, hides and skins, mineral 
oils, rubber, timber, tin (concentrates and metal), 
wood-pulp and raw wool. Indices are based on the 
quantities of these commodities imported by the 
respective countries, valued uniformly for all coun- 
tries at typical dollar prices for these commodities 
prevailing in 1948. For any particular country the 
indices may differ from the published raw mate- 


SIGNIFICANCE OF UNITED STATES DEMAND 


Since pre-war years, total imports of raw materials 
by the United States have increased somewhat less than 
industrial output,” but the absolute rise in these imports 
has been considerable. In 1950 United States consump- 
tion of aluminium was nearly seven times as great as 
before the war and that of copper, iron ore, rubber, 
timber and wood-pulp from two to three times as great. 
As may be seen from table 31, these increases in con- 
sumption entailed a substantial expansion in United 
States imports of a number of raw materials between 
1937 and 1948. Moreover, for several key items, notably 
copper, iron ore, lead, zinc, and also wool, the United 
States was much more dependent on foreign sources of 
supply than before the Second World War. The en- 
hanced importance of United States demand in world 
commodity markets since the war has resulted in a 
tendency for changes in United States demand to set the 
pace of events generally. 


2 Thus, for example, the ratio in 1929 prices of United States 
imports of crude materials to total manufacturing production 
fell from 6.60 per cent in 1937 to 4.13 per cent in 1948, The 
ratio of imports of semi-manufactures to total manufacturing 
production also declined considerably between these years. See 
World Economic Report, 1949-50, table 84. 


rial import indices owing both to differences in 
coverage and to the method of weighting. 


> Based on data for following countries belong- 
ing to the Organisation for European Economic 
Co-operation: Austria, Belgium-Luxembourg, Den- 
mark, France, Ireland, Italy, Netherlands, Nor- 
way, Sweden, Switzerland, Turkey and United 
Kingdom. 


¢ Excluding timber. 


In the first half of 1950, the volume of United States 
imports of raw materials rose in relation to industrial 
production, owing to a considerable expansion of im- 
ports for government stockpiles and to a general re- 
building of commercial stocks after the liquidations of 
1949, In the second half of 1950, the ratio of raw mate- 
rial imports to domestic manufacturing output, in real 
terms, actually fell slightly, but the rise in the absolute 
amount of imports sufficed to generate large increases 
in the prices of primary materials. 


The expectations aroused by announcements in the 
United States in the second half of 1950 as to future 
military and stockpile? requirements for certain raw 
materials gave rise to general hoarding of these mate- 
rials. Indeed, the anticipatory and speculative buying 
on private account was probably a more important ele- 
ment in the rise in United States imports in the second 
half of 1950 than increases in purchases for current 
consumption or for strategic stockpiles. New purchases 
for stockpile were little higher in the second half of 


‘ The United States stockpile objective was raised from $4,900 
million at the beginning of 1950 to $8,600 million at the end of 
1950 (in prices of 30 June 1951). 
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Table 31. Imports of Certain Raw Materials by the United States, 1937, 1948, 1950 
and 1951 , 


(Thousands of metric tons) 
ae cea eee Oe 


Commodity — 1937 


1948 1950 19516 
Aluminium ot aaa at. Wen 20.3 140.5 222.0 148.0 
tebe Mn Sams Ried eer lt DIS O 2,528.8 2,516.4 One 
Ghia Ae at hee ne nee 251.0 617.5 BIG 595.1 
Cobalt. . 0.7 35) 3.9 Sy 
Rope ee eee i 206.4 442.9 549.8 505.6 
LLOMROLG ee ee RRO CE sions i: 2,481.2 6,200.9 8,364.1 10,366.2 
Leadieme oe een ee ce 14.5 288.9 503.0 192.3 
Lumber?. Wei 661.4 1,869.0 3,423.5 2,541.4 
INK ga ead og 5 ee 49.4. 97.0 88.2 86.5 
Rubber, natural... . 601.1 747.2 Sie 780.3 
Uinta ty etry Tee ec tc ca. 89.7 88.3 1135 62.3 
Wood-pulp oo fee. 1c. BERG 1,974.0 PED 2,218.5 
Wool (clean basis)~............ 99.3 218.6 216.4 182.2 
TANS eh A OR <a Bist PS 368.4 327.7 


Source: United States Department of Commerce, 
Quarterly Summary of Foreign Commerce of the 
United States (Washington, D. C.). For aluminium: 
metal and scrap, excluding plates, sheets, etc.; 
for chrome: metal content of ores; for cobalt: 
metal content of ore and concentrates (except in 
1937), and metal; for copper: copper content 
of ore, mattes, blister, refined copper in plates, 
bars, ingots or pigs, and copper scrap; for lead: 
lead content of ores, flue dust, mattes, bullion, pigs 


1950 than in the preceding six months and did not in 
fact reach a peak until the first quarter of 1951, as may 
be seen from table 32. None the less, they had a strong 


and bars, reclaimed lead and scrap, except anti- 
monial lead scrap; for nickel: pigs, ingots, shot, 
etc., as well as nickel ore, mattes and oxides; for 
tin: metal content of ores and concentrates, certain 
tin alloys and scrap tin; for zinc: metal content 
of ores and concentrates, blocks, pigs or slabs and 
scrap. 


a First nine months of 1951 at annual rate. 


>In millions of board feet. 


impact on raw material supplies, which were already 
under severe pressure by virtue of the high level of 


stockpile purchases during the first half of 1950. 


Table 32. Stockpile Commitments and Expenditures of the United States, 
1947 to 1951 


(Millions of United States dollars) 


Commitments Expenditures 
nde ed, ies ia ont eeodar 

specified period» specified period» 

TR Te OR esc cro aEAE ec nee ae a 149 184 32 Be, 

Tey State ote ale My Seetere See Sek nae 529 (a8 147 179 

TOO oe SS eo oe or eee 333 1,046 453 632 
1950: 

Vanna 1G) SONG es Force coe a 401 1,447 1» 827 

Joly to December.....227--.-- 430 Lei 256 1,083 
1951: 

JantiaryatonViarc lies eto 1,000¢ 2,877 306 aC 

April 6 Wier fet tests Soe ac 6454 tes 1,479 

Wily tonoentember tye... 82+) 300° ,820° 349 He 

Tas to: December. ....00.«- 2084 4,110 1,828 


irrnrsesennern cen nnn 


Source: United States Munitions Board, Stock- 
pile Report to the Congress (Washington, DiGa)s 
23 July 1951 and 23 January 1952, except as noted. 


a Contracts placed. 

b Since July 1946, when the post-war programme 
was initiated. rs 

¢Data for first quarter of 1951 from Report to 


the President by Director of Defense Mobilization 
(Washington, D.C.), 1 April 1951. 

4 Residual of semi-annual totals reported by 
Munitions Board. 

e Estimated as follows: commitments for future 
deliveries as of 30 September less similar commit- 
ments as of 30 June, net of deliveries during third 
quarter. Data from Report to the President by 
Director of Defense Mobilization, 1 October 1951. 
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Data on changes in stocks of individual commodities 
fail to reflect the special role which purchases for in- 
ventory on private account played in the upsurge of 
demand in raw material markets. In fact, these data 
generally show a deterioration in stocks in the latter 
half of 1950.‘ It appears, however, that the exceptional 
rise in “consumption” indices in many cases represented 
in reality sizable stock increases, either directly in raw 
material stocks held by fabricators or indirectly in the 
form of semi-fabricated stocks. As table 33 shows, the 
index of “consumption” of important stockpiled com- 
modities, which were in greatest demand, rose by nearly 
a third between 1949 and 1950, though the index of 
manufacturing activity went up by only 14 per cent. 
In 1951, after the wave of panic buying and hoarding 
had subsided, these two indices showed no such extreme 
divergence. 


The book value of manufacturers’ inventories in the 
United States also rose between 30 June and 31 Decem- 
ber 1950 by 30 per cent for raw materials and by 18 
per cent for goods in process. In contrast, the value of 
inventories of finished goods fell slightly—reflecting 
heavy consumer buying. Though part of the increase in 
the value of inventories, particularly of raw materials, 
is accounted for by the rise in prices,° the physical vol- 
ume of manufacturers’ inventories of raw materials and 
goods in process certainly increased substantially. 


DEMAND FROM OTHER INDUSTRIALIZED COUNTRIES 


Because the import content of their manufactures is 
very much higher than that of United States manufac- 
tures, the economies of western European countries are 
more sensitive to changes in the supply and prices of 
imported raw materials. Imports of raw materials by 
western Europe rose fairly rapidly from 1948 to the 
first half of 1950, as shown in table 30. In the second 
half of 1950, however, there was a slight decrease, 
chiefly on account of a lag in United Kingdom and 
French purchases. In France the decrease in raw mate- 
rial imports followed an accumulation of stocks in the 
first half of the year; in the United Kingdom, the drop 
was due to both government and private buying policy, 


4 Data on stocks of most raw materials are limited to producers’ 
stocks and generally do not include stocks in the possession of 
consuming industries (fabricators or manufacturers of finished 
goods). In the case of non-ferrous metals, “consumption” in- 
dices are in fact deliveries from smelters and refineries to fab- 
ricators. The unusual movement of these deliveries suggests that 
an important share of such deliveries went into stocks rather 
than into production. There was an abrupt rise in these de- 
liveries in August 1950 and an equally sharp drop in February 
1951, coinciding with the beginning and end of the boom in 
commodity markets. Deliveries during the seven months, August 
1950 to February 1951, were about 17 per cent higher than in 
the preceding seven months period, to which level they returned 
in the months following the end of the boom. 


5 Inventories are generally valued at cost, so that price in- 
creases are reflected in additions to stocks, but not necessarily in 
the value of previously acquired stocks. The rise in the United 
States index of raw material prices between June and December 
1950 was less than 12 per cent, compared to the increase of 30 


per cent in the book value of manufacturers’ inventories of raw 
materials, 
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Table 33. Indices of Raw Material Consumption" 
and Manufacturing Activity in the United States,, 
1950 and 1951 


(1949 = 100) | 

ee eee 
Item 1950 1951» 
Raw material consumption*........... 121 1G 
Stockpiled commodities*............ 132 125 
Other commodities... 2...4555.5 une 127 
Manufacturing activity............--- 114 127 


fn ae ee ene 

Source: Manufacturing index from Federal Reserve System, J 
Federal Reserve Bulletin (Washington, D.C.); consumption 
index compiled by United Nations Department of Economic : 
Affairs by weighting commodity consumption data by typical | 
1948 prices; data on consumption of individual commodities ob- - 
tained from sources indicated below. 

4Including data on the following commodities from sources ; 
specified: for aluminium, copper, lead and zinc: data for 1949) 
and 1950 from United States Economic Cooperation Administra- - 
tion, World Production and Consumption Data (Washington, , 
D.C., 1951) ; data for 1951 from reports of American Bureau of : 
Metal Statistics and American Zinc Institute (New York City). . 
For cotton: International Cotton Advisory Committee, Quarterly ° 
Statistical Bulletin (Washington, D.C.); for iron ore: Statis- 
tical Office of the United Nations. For rubber: Secretariat of 
Rubber Study Group, Rubber Statistical Bulletin (London) ; 
for timber and wood-pulp: Food and Agriculture Organization, 
Forestry Yearbook, 1949 (Washington, D.C., 1950 and United 
States Department of Commerce, Survey of Current Business 
(Washington, D.C.) ; for tin: International Tin Study Group, 
Statistical Bulletin (The Hague) ; for wool: Commonwealth Eco- 
nomic Committee, Wool Intelligence (London). 

> Nine months at annual rates. 


¢ Aluminium, copper, lead, rubber, tin, wool and zinc. 


which appears to have been based on the expectation 
prevailing before mid-1950 that commodity prices were 
likely to decline. Both these countries had some diffi- 
culty in placing orders once the general race for raw 
materials began,° and were compelled to replenish their 


stocks in 1951. 


Certain other western European countries substan- 
tially increased their imports of raw materials in the 
second half of 1950. The volume of Swiss raw material 
imports, for example, was expanded by more than 60 
per cent between the first half and second half of 1950.” 
The growing raw material requirements of western 
Germany and Japan also swelled the demand for im- 
ports. Whereas the industrial output and raw material 
imports of these countries had been extremely low in 
1948, both had risen sharply by the second half of 1950. 
While their share in the manufacturing output of the 


6 Thus, for example, the United Kingdom Timber Control had 
declined to pay the prices asked by Swedish shippers earlier in 
1950, in the hope of later price concessions. As a result, Swedish 
output was committed to other markets, and Sweden was unable 
to increase supplies to the United Kingdom when that country 
sought to raise its purchases after the outbreak of the Korean 
conflict. The United Kingdom was thus compelled to pay much 
higher prices at the end of the year for imports from North 
America. 

7In May and June of 1950 the Swiss Government had recom- 
mended to its people the reconstitution of private stocks of raw 
materials and of various consumer goods (especially food), cer- 
tain credit facilities being extended to those who needed help to 
finance the accumulation of such goods. 
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industrialized countries rose to 10 per cent in the sec- 
ond half of 1950, their share in the imports of these 
countries increased still more. 


As a combined result of declines in raw material im- 
ports into some industrialized countries, notably France 
and the United Kingdom, and increases in others, the 
total volume of imports of raw materials by all these 
countries taken together rose moderately between the 
first half and second half of 1950 and to a consider- 
ably lesser extent than their industrial output. How- 
ever, Owing to short-term limitations on raw material 
supply, the effect of the temporary upsurge in demand 
was reflected in soaring raw material prices rather than 
in a greatly increased volume of imports. 


SUBSIDING OF THE RAW MATERIAL BOOM 


Owing to its speculative character, the scramble for 
raw materials was bound to subside as commercial in- 
ventories reached saturation levels. Moreover, towards 
mid-1951, for reasons analysed in chapter 1, consumer 
expenditures did not keep pace with the output of 
consumer goods so that there was a fall in demand for 
raw materials by the industries producing these goods. 
Finally, raw material requirements for military produc- 
tion did not increase as rapidly as had been anticipated. 


Beginning in the second quarter of 1951, United 
States imports of raw materials declined substantially 
from peaks reached in the preceding two quarters, and 
continued to decline in the second half of 1951. An 
important element in this situation was the relaxation 
of demand resulting from changes in United States 
governmental policy. A number of direct steps were 


taken, having the effect of reducing the demand for 
imports, including a slowing down of the rate of stock- 
piling,® adoption of allocation schemes, the fixing of 
ceiling prices for imports of certain raw materials, and 
centralization of United States buying of rubber and 
tin through the Reconstruction Finance Corporation. 
In addition, considerably increased taxation of business 
and consumers indirectly damped demand for raw mate- 
rials, 


There was a distinct easing of raw material supplies 
in world markets, both on account of the contraction of 
United States imports and of a continued rise in the 
output of raw materials. Imports by western Europe 
(excluding western Germany) rose in the first half of 
1951, though to a somewhat lesser degree than manu- 
facturing production. There appears to have been an 
improvement none the less in the level of raw material 
stocks in several western European countries in which 
stocks had been depleted during the course of 1950. At 
the same time, measures to control inventories and uses 
of critical raw materials became more widespread and 
were progressively tightened. 


The instability in the demand for raw materials char- 
acteristic of the period from mid-1950 to the early 
months of 1951 is thus seen to have had its origin in 
abnormal demand factors associated with the immediate 
repercussions of the Korean conflict. After the first 
quarter of 1951, the supply of primary products, which 
had meanwhile increased, proved sufficient, in a context 
of newly introduced governmental fiscal measures and 
direct controls, to support a level of industrial produc- 
tion considerably higher than in 1950 without any fur- 
ther serious increase, generally, in raw material prices. 


Changes in the Terms of Trade 


The exceptional degree of fluctuation in prices of raw 
materials during 1950 and 1951 is apparent from the 
data on price movements shown in table 34. As can be 
seen from that table, raw material prices had generally 
shown a tendency to harden in the first half of 1950 
»wing to the recovery of United States demand. This 
was true both of dollar commodities, the prices of which 
had ceased to fall during this period and had even be- 
sun to rise once more, and of dollar prices of primary 
sommodities exported by devaluing countries, which 
‘apidly regained their pre-devaluation parities. Prices 
of virtually all raw materials rose during the subse- 
juent commodity boom, but non-dollar commodities— 


8 This is reflected in the fall in commitments after the first 
quarter of 1951, as shown in table 32. It was announced in July 
1951 that competing requirements of the defence programme had 
‘orced a generally slower rate of accumulation of a number of 
ritical materials, and that short-term procurement targets had 
yeen established. It was not considered that these targets 


ffected ultimate stockpile objectives. 


particularly those exported by the sterling area— 
responded most vigorously, and reached considerably 
higher peaks than did others. In the first quarter of 
1951, rubber prices were four times those of the same 
period of the previous year; wool prices were two and 
one-half times as high, and prices of tin rose to nearly 
the same extent; prices of burlap, jute and cordage 
fibres reached their peaks in the following quarter. 


Prices of sterling and other non-dollar commodities 
—especially rubber, tin and wool—suffered a severe set- 
back in the second and third quarters of 1951. The 
prices of rubber and tin had fallen by the final quarter 
of 1951 by more than a third from peaks reached in 
February of the same year but were still well above 
their levels just prior to the boom. Wool prices were 
affected most, falling by more than two-thirds between 
March 1951, the peak, and September 1951, in which 


month they were below prices obtaining in the first half 
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Table 34. Indices of Raw Material Prices in Principal Markets, 1948 to 1951 
(First half of 1950 = 100; based on dollar prices) 


1949 1950 quarters 1951 quarters 
Co usnodiy aned descr Ion eee eek a First Second Third Fourth First Second Third Fourth 
Commodities supplied, on balance, 
from non-dollar to dollar area: 
lap: Indian 10% oz., 40-inch, 
aaa sae ae nae ae . Lae 112 105 95 105 147 192 240 189 186 
Jute: Pakistan, middle white, 

INarayaneanylewt +. 2-4 oc 137 133 96 103 96 89 142 223 147 142 
Sisal: British East African No.1.. 101 107 99 101 107 136 180 191 189 167 
Rubber: Malaya, RSS No. 1, 

Sees ; “4 ee Re a: 96 80 82 118 197 283 340 265 224 229 
Tin: Malaya, ex works Singapore. 137 153 99 101 126 172 225 188 146 159 
Wool; Australia, greasy, average 

auction prices. 2 of ‘ “phils a 79 100 99 101 154 183 266 184 92 116 
Commodities supplied, on balance, 

from dollar to non-dollar area: 

Copper: 

US domestic electrolytic (Conn. 

Malley )\ine citer tie metros At 115 104. 95 105 Tle 126 126 126 126 126 

UK, electrolytic, London..... 120 101 95 105 120 125 125 137 145 141 
Cotton: 

Us, mddling 15/ 16.0% 2s0e0% 104 100 98 102 119 128 138 139 118} 124 

Egypt, ashmouni, Alexandria.. 105 78 82 118 86 135 151 132 Ti9 107 

lerevall, INO, 5 Seo (etnies... 5 99 107 96 104. 139 192 228 195 150 200 
Lead: 

US, pig, desilverized, New York 156 142 101 99 116 144 147 147 147 165 

UK, soft, foreign, duty paid... 151 162 102 98 118 146 149 175 19% 189 
Linseed oil: 

UsSSrawsiNew orkae eee. 6 LOZ 149 100 100 102 98 127 123 96 lie 

UK naked ex works........ 213 Wat 98 102 103 104. Ue 129 138 141 
Zinc: 

US, domestic prime western, 

NGO GUS oa nono AK 120 90 110 140 155 157 157 lisse 170 

UK, G.O.B., foreign duty paid.. 120 132 90 110 139 Ney 1SSe 166 197 197 
Commodities traded mainly within 

dollar or non-dollar area: 

Coal: 
UK, steam and household, unit 
WaltlevOl exporta.., ...- a4 139 142 100 100 100 100 101 110 lll 

US, bituminous, composite... 92 98 101 99 Lo) 99 101 103 104 103 

Italy, industrial, Genoa...... 141 125 100 100 99 109 139 159 159 iisys) 
Nitrates: 

US, Chilean crude, c.i.f. port 

Ware lousese ance: 96 106 100 100 100 100 104. 104 104. 107 
Newsprint: 

Canadian eee eee 100 101 100 100 100 105 

France, domestic ex factory.. 115 141 99 101 108 125 150 171 oo 534 
Steel: 

US, billets, Pittsburgh....... 90 98 100 100 100 102 

UK, billets, blooms and slabs.. 120 15) 100 100 100 100 ri ie a iz 
Sulphuric acid: 

S, 66° Be, eastern works.... 89 98 98 102 102 11 
° 4, 115 115 115 Ils 

UK, 168° Tw, naked ex works. 138 134 99 101 101 
weedanlp. 107 107 129 130 149 

US, sulphite, bleached No. 1 

bookknry ec rons eee 110 108 
Swedish, unit value of imports ee a o Hl 119 119 119 119 
OL UIUC foe. og gn oie. BLO 160 94, 106 1 133 150 209 260 267 


Source: International Monetary Fund, International F inancial 


Statistics (Washington, D.C.), and Statistical Office of the United Nations. See the 


as se sources for further descripti d 
modities. ption of com 


of 1950. In contrast, prices of dollar commodities, with 
the notable exception of cotton, continued to rise.® 


It has been pointed out that the rise in prices of 
important sterling area commodities between Septem- 
ber 1950 and the early months of 1951 did no more 
than restore price relations between dollar and non- 
dollar commodities (with the exception of wool) which 
prevailed in the last pre-war years. From this point of 
view, the raw material boom of the second half of 1950 
is regarded as having tended to even out post-war “dis- 
tortions” in price relations. Any such tendency was 
brought to a halt, however, by the sharp decline in 
prices of sterling commodities between March and Sep- 


tember 1951. 


In the final quarter of 1951, price increases, if any, 
were largely restricted to dollar goods, while prices of 
non-dollar commodities in several cases suffered a fur- 
ther decline. In general, however, raw material prices 
showed no consistent or marked tendency to move in 
one direction or another, but remained above levels 
prevailing before the outbreak of the Korean conflict. 


The abrupt and steep climb of raw material prices 
between August 1950 and the early months of 1951 left 
prices of manufactures and foodstuffs far behind. The 


-*Tn the case of cotton, the prospects of a very much larger 
crop in the United States in 1951/52 caused a downturn in 
prices, which was more pronounced for cotton provided from 
sources other than the United States; cotton prices tended to 
become firmer in the final quarter of 1951, however, when the 
final crop returns proved to be lower than those predicted. 

10 The latter discrepancy may be explained by the fact that 
only marginal supplies of certain commodities are sold at prices 
quoted in international markets, a substantial part, and fre- 
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resulting gap—which measures the extent of the im- 
provement in the terms of trade of raw material ex- 
porters—subsequently narrowed rapidly. On the one 
hand, much of the earlier price gains registered by raw 
materials disappeared following the end of the boom; 
on the other, prices of manufactures tended to increase 
as higher raw material costs and rising money wages 
were reflected in the prices of finished goods. For sev- 
eral reasons, both the improvement and subsequent 
deterioration in the terms of trade of exporters of raw 
materials relative to exporters of foodstuffs and manu- 
factures lagged considerably behind changes in price 
quotations in international markets and were also of a 
somewhat more moderate character.’° 


Table 35 compares the movement of the dollar unit 
value indices of world exports of raw materials, food- 
stuffs and manufactures. The rise in export prices of raw 
materials is seen to have been heavily influenced by the 
exceptionally large increase in prices of rubber, tin 
and wool. Thus the terms of trade of exporters of raw 
materials other than rubber, tin and wool improved as 
against exporters of manufactures by about 5 per cent 
in each of the two semi-annual periods following the 
Korean crisis—a considerably smaller improvement 
than would be indicated by the movement of the over- 
all index of raw material prices inclusive of rubber, 


quently the major part, of the sales of such commodities being 
covered by long-term contracts. An offsetting factor is intro- 
duced, however, when buyers have to pay premiums of as much 
as 50 per cent over the prices quoted in the market. There ap- 
pears to be a time lag of as much as five months before the 
effects of increases in prices quoted in the market are reflected 
in export prices, according to an analysis appearing in the 
United States Department of Commerce, Survey of Current Busi- 
ness (Washington, D.C.), June 1951. 


Table 35. Indices of Export Unit Values of Raw Materials, Foodstuffs and 
Manufactures in World Trade, 1948, 1950 and 1951 


(First half of 1950=100; based on dollar prices) 


1948 1950 ise qed 
pee shia alt half half 
World export unit values of: 

Raw materialsipe soe acres cscs) sae 109 100 118 146 
Rubber, tin and wool........... 98 100 170 256 
Other raw materials............ Ill 100 108 2 

Hocdsttulisame ae ota ee ee ii 100 107 117 
Goffecreensrint Med ..cuins ohana 54 100 110 Waly 
Othertoodstutis.... . 2. ee te 119 100 107 117 

Manutactiines aaa ee oes 123 100 103 IL? 

Terms of trade between: 
Exporters of raw materials and of 
IMAMIILACLUTES Seems acieree ciclo 89 100 1S 130 
Excluding rubber, tin, peels ae OO) 100 105 110 

Exporters of foodstuffs and of manu- 

Si Ne iter Sees Frage hate ce OE 90 100 104 105 
Poco liedimercotlee a es oes es 97 100 104 105 


Sarre nnn nT 


Source: United Nations Department of Economic 
Affairs. For details as to commodities included and 
weighting, see table 37. 


4 Export unit value indices for raw materials or 
foodstuffs, respectively, divided by corresponding 
indices for manufactures. 
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tin and wool. This largely explains the disparity in the 
gains in terms of trade of primary producers that are 
exporters of the latter commodities and those that are 
exporters of other raw materials and foodstuffs. 


Changes in the terms of trade of individual countries 
have thus depended in the first instance on the propor- 
tions of their imports and exports consisting of raw 
materials, foodstuffs and manufactures. Industrialized 
countries have generally been adversely affected by the 
developments described above, in so far as raw mate- 
rials have considerable weight in their imports and 
manufactures predominate in their exports; conversely, 
there has been a substantial improvement in the terms 
of trade of under-developed countries. 


The countries of western Europe, the United States 
and Japan together suffered a deterioration in their 
terms of trade of nearly 10 per cent between the first 
half of 1950 and the same period of 1951 (table 36). 
The average deterioration would have been greater but 
for the fact that several of the countries in western 
Europe improved their position in this respect by virtue 
of the large share of raw materials in their exports.** 


The significance of a change in the terms of trade of 
any particular country depends, of course, upon the 
relation of foreign trade to its total economic activity. 
The adverse movement in the terms of trade of the 
United States after the outbreak of hostilities in Korea 
was comparable to that in the United Kingdom, and 
greater than in several of the other countries of western 
Europe. The significance of this movement, however, 
was very different for the United States from that for 
other countries, owing to the fact that imports of goods 
represented only some 3 per cent of the United States 
gross national product, whereas they comprised from 
10 to 45 per cent of the gross national product in the 
western European countries. 


The terms of trade of individual primary producing 
countries improved in varying degrees, the variation 
being primarily the result of uneven rises in export, 
rather than in import, prices. Import prices rose fairly 
uniformly in primary producing countries. It was noted 
earlier, however, that export prices of certain raw ma- 
terials rose very much more than others. Since a few 
commodities—frequently only one—account for the bulk 
of the export earnings of most primary producers, the 
degree of improvement in the terms of trade of an in- 
dividual country depended on whether it was an ex- 
porter of the particular commodities the prices of which 


11 Examples are Norway and Sweden, which are important 
exporters of wood products. In addition, Belgium-Luxembourg 
and Japan, although they are exporters of finished manufac- 
tures and importers of raw materials, were able to offset the 
rises in their import prices by still greater increases in export 
prices. In Belgium-Luxembourg, where there had been a substan- 
tial surplus capacity for steel production, and a sharp fall in 
steel prices in the first half of 1950, producers were subsequently 
able to meet the urgent marginal requirements of other coun- 
tries and to obtain greatly increased prices for quick delivery. 


Table 36. Indices of Terms of Trade of Certain 
Countries, 1950 and 1951 


(First half of 1950=100; based on dollar prices) 


oe rey ae 
aan See Thay eae 
Total, western Europe, 
United States and Japan 96 90 
Total OHEG countries seer eee 97 92 = 
IAUSETIN Sey, BoA One er er 103 88 103 
Belgium-Luxembourg......... 99 103 ill 
Denmark¥s. ese tera eee 97 88 88 
Frances. ee eee 93 86 90 
Germany, western........... 95 89 95 
Ireland ie cia oe ane ae 103 96 92 
Ttaly coos: borne 6 Santee 96 86 89a 
Netherlands isaac ae 92 90 92 
INGE WAY ct to prer eaiw.s oeepeeertes 111 113 115 
SWEGen eater te ee See 104. 121 133 
Switzerland ss ete eee 98 88 90 
urkey-sy on, .aheteivane crises 2 106 113 94s 
United Kingdom: 25 ¢ 3). mae = 97 86 90 
United iStatesncian asc asoe 92 87 86 
SPAN oy Sais ona. a eal sare sys c eeee 103 104 
Total, primary producing 
COUNTTICS Ear e ee 109 119 
Of which: 
Australiascga hia pkitsas eter: 126 136 86> 
Brazil eae eer ny Ue ee 123 108 105» 
LO (lee eR A 115 123 92 
Canada 103 99 104 
Chile ieee ere gee is ae oe a 108 119 128¢ 
Guba tye Messer eats earls ror 105 104 age 
Finland Seetaehomease aan. 106 A 136 
Indiat yan tee oa ee 100 101 ING 
Malaya dpadtckitatdicn ie cane 136 159 123% 
Mexicotaia te penne eee 130 122 1138 
Philippines ss Geo st eee 107 95 a 
Ag Pai prea! cs ts Sr 102 107 104. 


Source: United Nations Department of Economic Affairs, 
based on national trade statistics, and Organisation for European 
Economic Co-operation, Foreign Trade Statistics (Paris). Terms 
of trade computed by dividing export prices by import prices. 

a Five months only. 

> Third quarter only. 

¢ Four months only. 

4 Excludes export duties. 


had risen most since mid-1950. For primary producing 
areas as a whole, there was an improvement in the 
terms of trade of nearly 20 per cent between the first 
half of 1950 and the corresponding period of 1951] 
(table 36), export prices increasing by nearly 40 per 


cent and import prices by 17 per cent between these 
two periods. 


Belgian export prices for pig-iron and steel rose by over 85 per 
cent between June 1950 and June 1951. Belgium is also a sig- 
nificant exporter of non-ferrous metals and products, the prices 
of which rose steeply after June 1950. Japanese textile prices 
before mid-1950 had been much lower than those of other lead- 
ing exporters except India. Heavy consumer demand for textiles 
in other countries in the second half of 1950 enabled J apan to 


raise its export prices considerably more than the cost of the 
imported fibres. 


| 
| 
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The greatest improvement in terms of trade—amount- 
‘Ing to upwards of 30 per cent—was registered by ex- 
porters of rubber, tin and wool, such as Australia, 
Indonesia, Malaya, New Zealand, the Union of South 
Africa and Uruguay. Since the second quarter of 1951, 
most of these countries have suffered a sharp deteriora- 
tion in the purchasing power of their exports owing to 
the fall in prices of the commodities just listed. 

Cotton producers and exporters, such as Egypt, 
Lebanon, Mexico, Pakistan and Syria, also benefited 


The fluctuations in prices and terms of trade de- 
scribed above had significant repercussions on inter- 
national trade during 1950 and 1951, as will be seen 
in table 37. The volume of world exports of raw mate- 
rials rose by only 5 per cent between the first half 
of 1950 and the same period in 1951, while the value 
of these exports increased by as much as 53 per cent. 
In the case of manufactures, on the other hand, while 
the volume of world exports increased by 30 per cent 
between these periods, their value rose only 45 per cent. 
Trade in food occupied an intermediate position. A con- 
siderably greater increase in exports of food than of 
> 


substantially from an improvement in terms of trade. 
These and other, countries realized a gain in terms of 
trade of from 10 to 30 per cent between the first half 
of 1950 and the first half of 1951. On the other hand, 
some countries experienced little or no improvement 
in their terms of trade, because raw materials formed 
a large share of their imports, or because they were 
primarily exporters of foodstuffs the prices of which 
had risen approximately in line with those of manu- 
factures. 


raw materials was due to the large carry-overs of United 
States stocks of grain, providing a reservoir from which 
sudden increases in effective demand from the rest of 
the world could be met. Moreover, a substantial increase 
in the rice trade resulted from the resumption by certain 
Far Eastern countries of their traditional role of ex- 
porters. At the same time, the value of food exports 
increased less than that of manufactures or raw mate- 
rials, owing in considerable measure to the stabiliza- 
tion of prices under the International Wheat Agreement 
and certain long-term food contracts. 


Table 37. Indices of Total Value, Quantum and Unit Value of World Exports of 
Raw Materials, Foodstuffs and Manufactures, 1948, 1950 and 1951 


(First half of 1950=100; based on dollar prices) 


1948 4950 £950, 1954 
at eo half half half 

Foodstuffs: * 
Potalevaluc dear wre dwicid ek hale So ae 114 100 115 140 
WaT ale Wiig alle oes ooh panes 103 100 107 120 
Winttyvaliemeesenees ae teehee cue soe al 100 107 17 
Raw materials:> me A 

EES eR GWSUN A; ci 180 (ice 6 Oe 100 
Ray eee Oe at 85 100 106 105 
Maeve ay Pema fole ee c.c 4s.ckere inthis 109 100 118 146 
Manufactures:° +e ee ue 
Men alagenes LOO 
iaeieted RE ge ed iy 86 100 115 130 
Wiaabevaliven weet certs Ghai Sve cis watch @.5 123 100 103 112 
Total exports: : 55 i 
OC eee 106 10 

nar ieiey est ashe) OO 100 114 119 
aE Vole pie ae os om saree C19 100 107 123 


an nnn EEE EEyEEEE EE 


Source: United Nations Department of Economic 
Affairs. 
a Based on world exports of grains, potatoes, 


meat, fats and oils, sugar and beverages, weighted 
by the value of exports of each commodity in 1948. 


b Based on exports of twenty-seven commodities 
by countries accounting for at least 80 per cent of 


world exports of each commodity, weighted by the 
value of exports of each commodity in 1948. 

¢ Based on official indices of Austria, Belgium- 
Luxembourg, France, western Germany, Italy, 
Japan, Netherlands, Sweden, Switzerland, the 
United Kingdom and the United States, weighted 
by the value of exports of manufactures of each 
country in 1948. 
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These divergent movements in the export quanta and 
prices of food, raw materials and manufactures were 
reflected in changes in the volume of trade between the 
industrialized countries, the chief exporters of manufac- 
tures, and the primary producing countries. As shown 
in table 38, the countries belonging to the Organisation 
for European Economic Co-operation, the United States 
and Japan together expanded the quantum of their 
exports to primary producing areas by 20 per cent 
between the first halves of 1950 and of 1951, while the 


Table 38. Trade of OEEC Countries, Japan and the United States with One Another 
and with Rest of World, 1948 to 1951 


(Thousand millions of United States dollars, f.o.b.; in 1948 prices) 


volume of their imports from these areas increased by 
only ten per cent between these two periods. On balance 
they provided to primary producing areas in the twelve 
months following the outbreak of the Korean conflic 
about $1,900 million more of goods, in 1948 prices 
than they obtained from these areas; exports to ang 
imports from these areas had been approximately i 
balance in the first half of 1950, when measured i 


1948 prices. 


Total Trade with rest of world 

i ya b ae Exports Imports 
Period a ae one on PS Bs 
1948 Semi-annual average...... 14.9 14.9 6.6 8.3 8.3 
1949 %Semi-annual average...... 16.8 15.9 to 9.3 8.4 
TORO Wee, 2 ko aboot 17.4 8.4 9.0 9.0 
1OEO Sremoracl ingle... se ccusoce AUG 19.2 9.8 10.2 9.4 
WGSN lise lal. ccc co occhecucs lee 20.6 NOL? 11.0 9.9 


Source: United Nations Department of Economic 
Affairs, based on official national statistics. 

a Excluding “special category” exports. 

b Sum of columns (3) and (5); imports from 
rest of world estimated on basis of quantum of ex- 
ports of rest of world to these countries. 


The movement of the terms of trade against indus- 
trialized countries was a major cause of renewed bal- 
ance of payments difficulties which were encountered 
in 1951 by a few countries of western Europe and which 
threatened to spread to other countries of the area. It 
placed additional demands on the capacity of these 
countries at a time when they had not yet achieved a 
balance in their external transactions and were attempt- 
ing to increase the proportion of their resources devoted 
to defence expenditures. The problems to which this 
situation gave rise are analysed in the following 
chapter. 


There was a corresponding improvement in the bal- 
ances of payments of the primary producing countries, 
owing to the favourable development of their terms of 
trade, though the resulting gains were very unequally 
distributed. Concern was expressed in these countries 


¢ Exports of countries in the Organisation for 
European Economic Co-operation to one another 
(in thousand millions) : 1948, $4,300; 1949, $5,100; 
1950, first half, $6,400; 1950, second half, $7,900; 
1951, first half, $8,400. 


as to the extent to which the increased earnings from 
their exports would enable them to raise their imports 
of capital goods from the industrialized countries, given 
the competing requirements of rearmament in those 
countries; and how far, if they were unable to secure 
delivery of essential imports, they might be confronted 
with involuntary increases in their foreign exchange 
reserves, offset at least in part by rising import prices. 
The actual course of developments with respect to these 
problems is discussed in chapter 6. 


The group of centrally planned economies became 
increasingly isolated, economically, from the rest of the 
world in 1950 and 1951, and these countries have there- 
fore been confronted with problems of a somewhat 
different character from the above. These problems 
form the subject of discussion in chapter 7. 


Chapter 5 


BALANCE OF PAYMENTS OF THE UNITED STATES, 
WESTERN EUROPE’ AND JAPAN 


The fundamental balance of payments problem of 
concern at mid-1950 to the countries which contem- 
plated rearmament programmes was that, if increased 
arms expenditures were to result in a heavy pressure 
of domestic demand, there would be a tendency for 
exportable surpluses to fall, particularly in the cate- 
gories of goods produced by the heavy industries, and 
for imports to rise under the stimulus of expanding 
industrial output and money incomes. 


This was not likely to cause any balance of payments 
difficulty in the United States, which had previously 
been running large surpluses in its current account with 
other countries, and could, if necessary, finance import 
surpluses over an extended period with the aid of large 
accumulated gold reserves. In western Europe, however, 
where an over-all balance in current international trans- 
actions had not yet been achieved by mid-1950, and 
where monetary reserves were generally low, any pres- 
sure on the balance of payments, including the balance 
ae the dollar area, was likely to raise much more 

ificult problems. 


In the event, increases in arms expenditures had only 
a limited impact on balances of payments up to the 
end of 1951. For the time being, most industrialized 
countries were able to increase the volume of their 
exports sufficiently to counterbalance both the rise that 


took place in the volume of their imports and the de- 
terioration in their terms of trade, and only in two 
countries—I'rance and the United Kingdom—had there 
yet occurred serious balance of payments difficulties. 
In other western European countries, balance of pay- 
ments positions generally improved in the course of 
1951, though this improvement was in part contingent 
upon their being able to maintain surpluses in transac- 
tions with France and with the United Kingdom. 


The following discussion deals with four interrelated 
aspects of the balance of payments problems of the 
United States, western Europe and Japan as they 
emerged in 1950 and 1951. The first section of the anal- 
ysis concerns developments in the United States balance 
of payments in this period, and the relation of these 
developments to the general dollar problem. The second 
examines the nature of the factors bearing upon the 
problems of western Europe and Japan in achieving a 
balance in their international transactions. The third 
deals with the repercussions of developments during 
this period upon the efforts made within the framework 
of the European Payments Union to introduce a liberal- 
ized system of intra-European trade and payments. 
Finally, the fourth section examines certain United 
Kingdom problems arising out of its special economic 
relationships with the sterling area. 


The United States and the Dollar Problem 


Up to mid-1950, the central problem in post-war 
international payments had been that of determining 
by what means a workable pattern of international 
settlements could be achieved in the future, at a con- 
siderably reduced level of United States foreign aid.’ 
This was essentially the problem of how to diminish 
still further the deficit of the rest of the world with 
the United States on current transactions in goods and 
services, without such reductions in imports as would 
cause a setback in economic activity. 


The major part of that deficit since the end of the 
war was the counterpart of aid shipments for recon- 


1In the following discussion, “western Europe” generally re- 
fers to the countries which are members of the Organisation for 
European Economic Co-operation: Austria, Belgium-Luxem- 
bourg, Denmark, France, western Germany, Greece, Iceland, 
Ireland, Italy, Netherlands, Norway, Portugal, Sweden, Switzer- 
land, Trieste, Turkey and the United Kingdom. 

2 That is, in view of the approaching end of the European 


Recovery Program. 
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struction and of the drawing down by under-developed 
countries of gold and dollar balances accumulated dur- 
ing the war. It was evident that that segment of the rest 
of the world’s deficit with the United States which was 
due to these causes was bound to disappear in time. 


By mid-1950, the deficit of the rest of the world with 
the United States? had, in fact, already been greatly 
reduced—from $6,700 million in 1948 to an annual 
rate of $3,100 million in the first half of 1950. The 
decline in the United States current surplus with the 
rest of the world between these periods was due almost 
entirely to the reduction in its exports of goods and 
services. This reduction, in turn, was the result of the 
recovery of production in western Europe, lessening 
the need for abnormal imports from the dollar area of 
such commodities as coal and grain; and of increased 


3Qn current transactions in goods and services (including 
military goods and services). 
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Table 39. Supply of Dollars by the United States and their Use by Other Countries, 1950 and 1951 
(Millions of United States dollars) 


Conti- Conti- Inter- | 


in U Rest of nental nental Other All other national | 
Item Total Canada cue par iele Rta 9 OBEC depend Europe countries i i) 
SupPLY OF DOLLARS BY THE UNITED STATES 
United States imports of goods and 
ee 5,239 1,059 1,584 417 617 758 iIBiL 112 555 6 
as tacia Leeann eee ° ; ; 
roa Seestd half ry a: 6,889 1,379 1,978 480 757 1,011 163 1S: 960 46 
DOS Mire lial teeny. 7,853 1,319 2,268 yt 1,092 1,233 174 131 1,105 20 
1O Se Secondshalienpeee tee 7,208 1,502 1,814 523 783 1,226 217 93 1,068 32 


United States Government grants 
and loans (net) :* 


LOSOsbinstehaltenm eerie: 2,146 4 is 418 38 1200 2 t 342 63 
1950 Second half MEE apne Spo 5) 10 225 24 891 3 24 Oo 50 
OSIM Hirstahalleemeceeye act 1,693 3 97 115 29 1,039 5 59 312 38 
OSeSecondshaltenewer ier. 1,487 4, 10 19 125 756 4 63 291 215 
Private capital and donations (net) : 
OS Om Kins tela fae eee ATL 165 —20 47 66 108 3 23 74 5 
1950 Second half.......... Ise PAy 536 204 116 Sl 294 6 —1 115 6 
HOS lee iins bala heeeeeeneiene rae 789 255 155 24 36 90 4 10 163 By 
OSI Secondslal terme ent 510 154 77 —35 Sil 70  —10 20 93 99 
Total supply of dollars: 
OS OR Earstahal tema eres 7,856 1,228 1,579 882 721 223 136 142 971 74 
OS50RSecon dela ltipenanenenet: 9,771 1,920 2,192 821 832 2,196 ai 2. 138 1,398 102 
HOB Uta INA, oo on bp po eo oe 10,335 ibe Pl 2,020 650 TSS 2,362 183 196 1,580 110 
HOSE Second halter: 9,255 1,660 1,901 507 945 2,052 PATIL 181 1,452 346 
UsE OF DOLLARS BY OTHER COUNTRIES 
United States exports of goods and 
services:® > 
NOEO) Vistaste IMEI coe eo paca ae 6,663 1,264 1,718 406 034 1,601 2 88 860 65 
NO50RSecondshaltqnn meer ae 7,179 1,467 2,201 458 012 1,382 142 95 885 37 
LOSI Hits tala Ltee eee 8,895 Tee 2,421 598 687 1,938 149 168 1,166 Sl 
IQBIL Staeevael NE, Gn oo oe 9,732 1,716 2,623 849 960 1,983 207 161 1,203 30 
Increase in gold and dollar assets:* 
WODORY irate nalfice, stein sv ep lieloe 2a —5 457 hs: 366 1 —ll 138 PAN 
1950 Second half.......... 2,907 510 351 923 9 Sy) ov —6 425 141 
LOSS taal eee nee ene 1,057 —40 284. 476 —16 205 2 —12 168 —10 
LOS Second shal teen —605 4, —240 —927 —2 128 ital: 0 392 29 
Multilateral settlements, and 
errors and omissions: 4 
OS Oe tits ta lice ae ull —163 —134 19 174 156 —7 65 —27 —]2 
1950 Second half.......... 85 —57 —360 —160 Blt 292 —2 49 88 —76 
IGE IC Leet, boo é ooh ene 383 — 160 —185 —384 486 219 Sy 40 246 89 
TOSI Second halite wan oe 128 —60 —482 085 —13 —59 —7 20 — 143 287 
Source: United States Department of Commerce, Sur diti incl i i i 
cant Busnes Wein Sune cand Si a nadd in the tl for conten Orga 
ee te AECL 52. ¢ Minus sign indicates sale of gold or liquidation of dollar 
@ Excluding military aid, and exports of goods and services in assets by other countries. 


connexion with such aid. 


4 Apart from errors and omissi i ign indi 
eae ‘ ; ; ; ons, minus sign indicates net 
United Kingdom purchases for cash of “special category’ receipts of dollars from countries other than the United States. 
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estrictions on dollar imports imposed in 1949 by the 
United Kingdom, the oversea sterling area and other 
primary producing countries. The post-war import sur- 
pluses of these countries had caused a serious drain on 
their reserves, ageravated in some cases during 1949 
by a decrease in exports to the United States as a result 
of the recession in that country. 


Although a large part of the deficits with the United 
States characteristic of the special conditions of the 
earlier post-war years had thus been reduced by the 
middle of 1950, there remained a persistent problem of 
balance in transactions between the United States and 
the rest of the world.* This was reflected in the con- 
tinuing tendency for the United States to sell more 
goods abroad than it needed to import. On the one hand, 
the trend towards economic expansion and development 
in the rest of the world even after the end of the recon- 
struction period sustained a persistent demand for the 
machinery and industrial materials which the United 
States, by virtue of its high level of technology and 
productivity, was particularly well-equipped to supply. 
On the other hand, the structure of the United States 
economy was such that it appeared unlikely that the 
amount of dollars disbursed to the rest of the world 
through United States imports of goods and services 
alone would rise sufficiently to meet all the require- 
ments of other countries for dollar goods and services. 
Given these factors, the only solutions to the problem 
of persistent deficits with the United States appeared to 
be either that the United States would finance a con- 
tinuing surplus with other countries by means of private 
or governmental funds; or that the rest of the world 
would further restrict its imports of dollar goods and 
services; or some combination of these two courses. 


EASING OF THE DOLLAR SHORTAGE IN 1950 

While this basic problem of dollar balance persisted 
throughout 1950 and 1951, its long-term character was 
for a time obscured by other factors, particularly after 
mid-1950. The clearest outward manifestation of this 
fact was that, notwithstanding the continuing over-all 
surplus of the United States on its current transactions 
in goods and services, the United States was actually 
losing gold and dollar reserves to other countries 
throughout 1950 and during the first half of 1951. Dur- 
ing this period as a whole, while all other countries 
-aken together were in deficit with the United States on 
current transactions in goods and services to the extent 
of $4,100 million, they added over $4,600 million to 
their gold and dollar reserves as a result of all transac- 
ions with the United States. The increase in the real 
value of their reserves was considerably less than the 
above, owing to the rise in their import prices.> On 


4For a fuller examination of the general nature of post-war 
lollar deficits, see United Nations, World Economic Report, 
1949-50, chapter 9. 

5 For example, the rise in United States export prices of about 
8 per cent during this period was equivalent toa loss of gold 
nd dollar reserves by the rest of the world-of about $3,000 
nillion. 


balance, however, other countries did experience an 
improvement in the real value of their reserves, in spite 
of their continuing deficits with the United States. The 
primary reason for this improvement was the fact that 
the aid afforded to other countries by the United States 
considerably exceeded its current surplus with them. 
During 1950 and the first half of 1951, the amount of 
such aid in the form of grants alone was over $6,400 
million, inclusive of more than $1,300 million in mili- 
tary aid. In addition, there was a net outflow of United 
States private capital and donations during this period 
in the amount of $2,600 million. 


The period of gold losses by the United States to the 
rest of the world came to an end by mid-1951, and once 
again the deficits of other countries with the United 
States began to exceed the inflow of dollar capital, so 
that a number of countries were compelled to draw 
upon their reserves. 


Table 39 sets forth the main elements in the total 
supply of dollars to the rest of the world by the United 
States in 1950 and 1951, together with the manner in 
which these dollars were used, transactions in military 
goods and services being excluded.® 


During the first half of 1950 United States imports 
of goods and services from the rest of the world recov- 
ered from the low levels of mid-1949, associated with 
the United States recession of that year, to the level of 
1948. Exports, however, were 20 per cent lower than in 
1948, and since United States foreign aid was little 
reduced, the rest of the world was able to use part of 
the total supply of dollars to add to reserves, instead of 
drawing upon reserves to finance part of the dollar 
deficit, as had been necessary in 1948. 


After the outbreak of the Korean war, the situation 
changed in several respects. The supply of dollars to 
the rest of the world by the United States increased by 
nearly 25 per cent, notwithstanding a sharp fall in the 
disbursements of dollars under foreign economic aid 
programmes. The main factor in this development was 
the steep increase in United States imports of goods and 
services, particularly of raw materials for private and 
governmental inventory accumulation. In addition, 
however, there were large private capital outflows of a 
speculative or special character.’ 


6 United States exports of military goods and services are tied 
directly to military grants in aid and are not subject to demand 
factors in the normal sense. Data on United States military grants 
in aid in 1950 and 1951 are given in table 40. 


7In the third quarter of 1950, particularly, there was a large 
abnormal movement of United States private capital: outflows 
of $537 million to Canada and $72 million to the United King- 
dom represented to a considerable extent speculation on the 
possible appreciation of their respective currencies. In addition, 
there were loans by a number of private United States banks 
to the French Government, amounting to $225 million, as back- 
ing for an increase in French monetary circulation. A short-term 
outflow of $98 million to Latin America in the fourth quarter of 
1950 was largely speculative in character. 
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Since the increase in the supply of dollars to the rest 
of the world by the United States during the second 
half of 1950 proceeded largely from an expansion of 
the value of imports, while aid to western Europe was 
reduced, the areas which received most of the additional 
dollars were mainly those producing primary materials. 
The demand for these materials—and their prices—had 
risen more than for any other categories of goods. Thus, 
Canada and Latin America alone received nearly 70 
per cent of the increase in the supply of dollars between 
the first half of 1950 and the second half, while the 
supply of dollars to continental western Europe was 
little changed, and the supply to the United Kingdom 
actually fell, since the decline in aid was larger than 
the increase in imports and private capital outflow 
together. Imports of goods and services increased par- 
ticularly sharply from the group of countries listed as 
“all other countries” in table 39, which include mainly 
non-sterling Middle Eastern and Far Eastern countries. 
A considerable part of this increase represents larger 
imports of merchandise for domestic consumption from 
Indonesia, Japan, the Philippines and Thailand. In 
addition, the special procurement of goods and services 
by the United States in Japan in connexion with the 
Korean war, as well as the disbursements in that coun- 
try by United States personnel, formed a growing pro- 
portion of the increase in imports of goods and services 
from “all other countries”.° 


It will be noted that the United States current surplus 
on transactions in non-military goods and services fell 
to an annual rate of less than $600 million during the 
second half of 1950, compared with a rate of over 
$2,800 million in the first half of the year. This devel- 
opment seems to have been the result of temporary 
factors, particularly of the lag which occurred between 
the rise in United States imports and the rise in exports. 
The main reason for this lag was that certain other 
countries responded with some caution and delay to the 
improvement in their dollar position, and some time 
necessarily elapsed before the relaxation of their im- 
port restrictions resulted in an increase in actual deliv- 
eries from the dollar area. It is also possible that the 
pressure of domestic buying temporarily limited sup- 
plies available for export. 


REAPPEARANCE OF THE DOLLAR PROBLEM IN 195] 


During the early months of 1951, the balance of pay- 
ments of the United States began to undergo significant 
changes. Exports of non-military goods and services 
rose sharply in the first half of 1951, the major part of 
the increase representing a higher volume of merchan- 
dise exports. Increases in exports of manufactured 
goods mainly reflect the previous rise in the dollar 


8 However, the United Kingdom, as custodian of the sterling 
area’s dollar pool, received substantial transfers of dollars earned 
by the rest of the sterling area. 

® Contracts awarded and payments made by the United States 
armed forces and the Economic Cooperation Administration in 
Japan, as published by the Bank of Japan in Monthly Financial 
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earnings of other countries. To a considerable extent, 
however, the additional exports consisted of essential 


foodstuffs, fuels and raw materials which other coun- - 


tries would have had to purchase almost irrespective 
of their gold and dollar reserve positions. This applies 
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particularly to the large increase in exports of coal, | 
petroleum products and timber to western Europe, as | 


well as to the shipments of grain to Europe and India, 
in so far as these were the result of poor harvests.*° 


At the same time, United States imports of merchan- | 


dise for consumption reached a peak in the first quarter 
of 1951, after which they began to decline. This was 
due particularly to a fall in the volume and prices of 
imported raw materials, owing to the cessation of spec- 
ulative buying and to the marked change in govern- 


mental import policy early in 1951 described in the 


preceding chapter. 


While the first half of 1951, therefore, represents a 
turning point in the United States balance of payments, 
the United States was still losing gold and dollars to 
other countries, though at a rapidly declining rate. The 
full effect of the fall in demand for imports did not 
become apparent until the second half of 1951; in the 


first half, on the average, imports still remained even © 


above the high level of the second half of 1950. This, 
together with a temporary rise in United States foreign 
economic aid, more than offset the effects of a sharp 
reduction in speculative capital outflow, so that on 
balance the total of dollars supplied by the United 
States in the first half of 1951 was higher than in the 
previous half-year. The value of exports did not begin 
to overtake the total supply of dollars by the United 
States until mid-1951. 


By the second half of 1951, however, foreign eco- 
nomic aid provided by the United States had fallen 
short of the surplus on current transactions in non- 
military goods and services by an amount equivalent 
to an annual rate of nearly $2,000 million. As a result, 
other countries had to liquidate their gold and dollar 
reserves in payment for their dollar deficits at an annual 
rate nearly twice as high as in 1948. The major losses 
of gold and dollars to the United States by other coun- 
tries during this period were those incurred by the 
sterling area for reasons which will be examined below. 
Statistics, November 1951, were as follows, in millions of United 
States dollars: 

Cumulative from 26 June 1950 to 


31 December 30 June 30 September 
Contracts awarded: € 1951 1951 


Goods 2.5 ciaccoseer mes are eee 127, 231 313 
Services . pene Sineta ale CIO 64 99 141 
SEG GALS ae ot eae oe eae 191 330 454 
Paymentsiccyvcccctae eee eee 76 243 322 


Payments against special purchases in Japan therefore rep- 
resented nearly one-fifth of the increase in United States im- 
ports of goods and services from “all other countries”, as indi- 
cated in table 39 between the first and second halves of 1950 
and over three-fifths of the increase in imports from these coun- 
tries between the second half of 1950 and the first half of 1951. 


10 Much of the grain shipped to western Europe, however, 
represented purchase for stocks. 
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The fall in United States imports between the first 
nd second halves of 1951 was proportionately larger 
han between the corresponding periods of 1949. The 
decline in these imports in 1951 was, moreover, of 
preater consequence for the dollar balance of the rest 
of the world than in 1949, because of the higher pro- 
portion in 1951 of United States imports to the total 
supply of dollars than in 1949, when foreign economic 
aid had been at a considerably higher level and imports 
much lower.’* Meanwhile, United States exports of 
goods and services continued to increase in the second 
half of 1951, apart from seasonal declines in deliv- 
eries of foodstuffs and raw cotton in the third quarter, 
and some tendency towards a weakening of foreign 
demand for manufactured consumer goods such as 
passenger cars and parts, household appliances and tex- 
tiles. The rise in exports continued to reflect the restock- 
ing of dollar goods by other countries, and had not yet 


11 The ratio of United States imports of goods and services 
to the total supply of dollars from that country (excluding mili- 


been affected by the reimposition of restrictions on 
imports in countries which were beginning to experi- 
ence a decline in monetary reserves. Significant ele- 
ments in the increases in United States exports of goods 
and services between the first and second halves of 1951 
were a rise in receipts on transport account resulting 
from heavy shipments of coal to western Europe, and 
an expansion of income, partly seasonal, on foreign 
investments. 


As has happened on other occasions in the post-war 
period when the current deficit of the rest of the world 
with the United States has risen sharply, speculative 
capital movements tended to magnify the imbalance. 
A reduction occurred in sterling balances held in the 
United States, which had been abnormally high since 
the speculation on the appreciation of sterling in the 
second half of 1950. There also appears to have been 


tary aid) was approximately 58 per cent in the year 1949 as a 
whole and averaged 77 per cent in 1951. 


Table 40. Pattern of United States Foreign Aid, 1950 and 1951 
(Millions of United States dollars) 


& t ‘ratio G t Milit 
; neh ee aa Po arants for aid as 
Area and period good and for erongnite eer fet ee ey ee ae, 
goods and 
Total: ae ne 
950 birst halts 9. e 6,663 2,146 32 : 
ObOESecondshalt sy eee eso 1555 22 463 OB 
OSI irst Walt ee el. oe 8,895 1,693 19 763 31 
1951 Second half........ 9,732 1,487 15 750 34 
OEEC countries: Py a4 ‘ 
IEG) [tins Inaili’s ane @ 6 Bere oe ce OEM 1,710 
lO50eSecondthalif. 0.1. 1,876 1,142 61 400 26 
IGE Tee Welle, 3 os cee noe ues Ge. Pant” WMS) 46 629 35 
LOSS Seon al tame solierae Resi 788 27 532 40 
All other countries:° * A z ; 
OSOmhinsthalteeewers yaleeecs er - 860 
LO5OmSecond) halter cinee 885 323 36 63 i 
LOSTMEnstelial cae ee eel .LOo She, Di 134 0 
OS imsccoudehalteree wae ls2 0S 291 24 163 
Rest of world:4 
OSOmeurstelalievnyeners ve viele e teas 3,766 i ; = oa 
1950 Second halfee geass) 4413 Soe i = a 
TVS) Witiveyr lial, 6 eka ho co oetoore 5,197 a 2 ; ; 
OSI, Sercomedl ett. sos aacceoauce 5,602 


a 


Source: United States Department of Commerce, 

Survey of Current Business, June, September and 
* December 1951, and March 1952. 

4 It has been assumed that all governmental loans 
and all grants other than those specified in foot- 
note b were for economic aid to other countries. 

b Including the Greek-Turkish, Chinese and Mu- 
tual Defense Assistance Programs. 


¢This group of countries is the same as that 
under the same heading in table 39, and consists 
mainly of non-sterling countries in the Middle East 
and Far East. 

4 All countries other than those included in the 
two previous main headings; also including “in- 
ternational institutions”. 

€In the second half of 1951, Latin American 
countries received $55 million in military aid. 


70 


an increase in the speculative outflow of capital from 
the rest of the world to the United States in 1951.” 


CHANGING PATTERN OF UNITED STATES FOREIGN AID 


During the period under consideration, the pattern 
of United States foreign aid has been substantially 
modified as indicated in table 40. On the one hand, the 
level of economic aid has fallen steadily, both in abso- 
lute terms and in relation to United States exports of 
goods and services. On the other hand, while the total 
amount of aid, having fallen to a low point in the third 
quarter of 1950, subsequently increased, this increase 
was attributable entirely to the financing of larger 
exports of military goods and services, more than off- 
setting the decline in economic aid. The areas mainly 
affected by these changes were western Europe and cer- 
tain countries in the Far East included under the classi- 
fication “all other countries” in tables 39 and 40. 


In the first half of 1950, United States economic aid 
to western Europe had amounted to as much as 84 per 
cent? of exports of non-military goods and services to 
that area; this compares with 67 per cent in 1948, when 
exports had been much higher and had been financed 
in part by the drawing down of other countries’ reserves. 
With the drawing to a close of the European Recovery 
Program, and the rise in western European demand, 
the proportion of aid-financed exports to western Eu- 
rope fell drastically, so that by the second half of 1951 
economic aid to western European countries was equiv- 
alent to only 27 per cent of United States non-military 
exports of goods and services to them. By that time, the 
proportion of military aid to total aid had risen to 40 
per cent. 


As will be apparent from table 41, United States aid 
disbursements to western Europe for economic pur- 
poses are likely to decline appreciably during the fiscal 
year ending in June 1952—probably below the level of 
western Europe’s mid-1951 deficit with the United States 
on current transactions in non-military goods and 
services, 


Similar considerations apply to other countries, par- 
ticularly Japan, to which no further allocations of eco- 
nomic aid were anticipated after 30 June 1951]. 


It is therefore likely that several countries previously 
receiving substantial economic aid from the United 
States will find it necessary to reduce their current dol- 


12 The over-all residual item in the United States balance of 
payments fell from $785 million in 1949 to only $156 million in 
1950, suggesting a sharp fall in unrecorded capital movements 
to the United States as the dollar balance of the rest of the 
world improved. In 1951, however, the residual item rose again 
to $511 million, indicating a resumption on a larger scale of un- 
recorded capital inflow from the rest of the world, The franc 
and sterling areas might have been expected to constitute the 
source of a significant part of this movement, owing to their 
balance of payments difficulties in the second half of 1951. How- 
ever, it will be seen from table 39 that the residual item fell 
significantly from the first to the second half of 1951, the reason 
for which is not at present clear. : 
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Table 41. United States Funds Available for: 
Economic Aid* to Western Europe, 1950/51 and} 
1951/52” 


(Millions of United States dollars) 


Item 1950/51 1951/52 
Unexpended balances at beginning of 
fiscal -yeare: (290-1... a G,ae eta 2,160 1,670 
Less outstanding commitments........ 1,901 1,643 
Uncommitted balances at beginning of 
fiscal year: 4s oe ae css pebieeke i 209 27 
New appropriations for fiscal year..... 1,993 1,5004 
Funds available for obligation during fis- 
Cal year ie des. ates on ten ee 22 D2 1,5274 


iS 


Source: United States Department of Commerce. 


@ Under the European Recovery and Mutual Defense Assist- 
ance Programs. 


b Twelve months ending 30 June. 
¢ From previous appropriations. 


4TInclusive of $478 million transferred by the President on 
4 February 1952 from military to economic aid funds. 


lar deficits from mid-1951 levels, probably by the use 
of import restrictions. Some of these countries, how- 
ever, may be able to supplement their dollar resources 
from purchases of goods and services by the United 
States armed forces and their personnel. Payments in 
respect of such transactions have already increased 
considerably in Japan,’* and have begun to rise in west- 
ern Europe. However, while a large part of western 
Europe’s current dollar deficit in 1951 was attributable 
to the United Kingdom, it appeared that payments of 
this type by the United States were more likely to be 
concentrated on the European continent.1® 


With respect to non-western European countries 
which are not large recipients of economic aid, the fall 
in their gold and dollar resources resulting from their 
expanded purchases from and declining exports to the 
United States in 1951 has already led, in a number of 
cases, to a renewed tightening of import restrictions. 
It should be noted, however, that there was an increase 
in economic aid to some of these countries in 1951, 
notably to Argentina, India, Yugoslavia and to certain 
countries in South East Asia. 


SIGNIFICANCE OF DEVELOPMENTS FROM 1949 To 1951 


In general, experience during the period from 1949 
to 1951 suggests that the tendency to run persistent 
deficits on current account with the United States re- 
mains a fundamental problem facing most countries in 
greater or lesser measure. The period has been char- 
acterized by sharp fluctuations in United States imports 


18 Tt must be borne in mind that in practice part of United 

States disbursements of dollars to western Europe were used to 

puree goods and services in countries other than the United 
ates. 


14 Details are given in footnote 9 in this chapter. 


15 United States Department of Commerce iS 
Business, September 1951, page 24, peuciuen 62" 
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—resulting from relatively much smaller fluctuations 
in the domestic economy of the United States—the effects 
of which on the dollar earnings of other countries were 
superimposed upon a gradually declining volume of 
economic aid. Most countries outside the dollar area 
have adjusted themselves to the resulting changes in 
their dollar positions by relaxation of import restric- 
tions and restocking of dollar goods in times of high 
dollar receipts and renewed dollar economies when 
receipts have fallen. The time lags involved in the ad- 
ministrative decisions required for this process of ad- 
justment, together with reinforcing rather than off- 


setting speculative capital movements, have caused 
sharp increases in the gold and dollar reserves of non- 
dollar countries in some periods, and equally sharp 
declines in others. On the whole, the effective demand 
for imports from the United States has been limited 
through the operation of direct controls rather than by 
the level of income in the rest of the world. Even in 
1950, when gold and dollar reserves were rising, it is 
likely that the demand for United States goods, in the 
absence of controls, would have exceeded the supply 
of dollar resources currently made available by the 
United States. 


Developments in the Balance of Payments of Western Europe and Japan 


Substantial progress had been made by the first half 
of 1950 towards elimination of the very large current 
deficits which all major industrialized countries other 
than the United States had been incurring in earlier 
post-war years. The counterpart of this development 
was the diminution in the United States surplus on 
current account noted earlier. 


In general, this movement towards closer balance 


was, between 1948 and the first half of 1950, associated 
with contrasting movements in the exports of the United 
States on the one hand, and of the other industrialized 
countries on the other hand. United States exports 
tended to fall with the decline in its foreign aid pro- 
grammes, and with the exhaustion of gold and dollar 
reserves of other countries, while imports remained 
unchanged ;?° at the same time the exports of other in- 
dustrial countries tended to increase more than their 
imports’ as their production rose and their most press- 
ing accumulated demands for domestic reconstruction 
and consumption were gradually met. 


The progress made in western Europe during 1949 
and the first half of 1950 towards narrowing the gap 
between exports and imports was accompanied by the 
emergence of certain difficulties. The United States re- 
cession of 1949 and the general alleviation of post-war 
shortages indicated the end of the period of abnormal 
post-war sellers’ markets, during which western Europe 
had found no difficulty in successive expansions of its 
exports. It was against this background that most west- 
ern European countries devalued their currencies in 
relation to the dollar in 1949.1* Although United States 
economic activity had increased again during the first 
half of 1950, there were signs of a weakening of demand 
in a number of other oversea markets, and the total 


16 United States imports fell from 1948 to 1949, but returned 
to the 1948 level in the first half of 1950. 

17 Although the expansion of production gave rise to associated 
increases in certain types of imports, it also facilitated reductions 
in imports of an abnormal character, resulting from previous 
low levels of domestic output. 

18 The devaluations, together with the subsequent United 
States recovery, contributed to larger increases-in the volume of 
exports than of imports in a number of western European coun- 


quantum of exports from the United States and western 
Europe to these markets declined. 


After mid-1950, the increase in world demand which 
resulted from the repercussions of the Korean conflict 
temporarily altered the character of the payments prob- 
lems facing the industrialized countries. In the sellers’ 
market which prevailed for most goods until the early 
months of 1951, and for capital goods throughout 1951, 
and in the absence, as yet, of any marked increase in 
rearmament expenditures, western Europe and Japan 
were able to expand the volume of their exports to what- 
ever limits were allowed by their available capacity and 
stocks. Between the first nine months of 1950 and of 
1951, the quantum of western Europe’s exports to the 
rest of the world rose by 25 per cent, while imports 
increased by only 11 per cent. The growth of exports 
was due particularly to increased demand from the 
United States and from the countries benefiting from 
the raw material boom and improved terms of trade. 


VOLUME OF EXPORTS AND IMPORTS 


In table 42, data are given on the volume of exports 
and imports of the industrialized countries in 1950 and 
1951, the countries being arranged in descending order 
of the increase in export volume between the first half 
of 1950 and the first half of 1951. As will be seen, the 
countries showing the largest increases in export vol- 
ume between these periods were generally those in which 
there was substantial excess capacity before mid-1950 
and in which productivity rose markedly in 195] as a 
result of the fuller utilization of their resources. The 
relatively high positions in the table of Denmark and 
the Netherlands, both of which had had relatively full 
employment of their resources before mid-1950, was 


tries in the first half of 1950. Additional factors in this connexion 
were the import policies adopted by these countries. Thus, in the 
United Kingdom, import restrictions introduced in 1949 affected 
the quantum balance of trade in the first half of 1950. On the 
other hand, in the Netherlands an expansionist import policy 
resulted in an actual deterioration of the quantum balance, not- 
withstanding devaluation. The short-term effects of devaluation 
on current dollar balances were examined in United Nations, 


World Economic Report, 1949-50. 
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EC Countries, Japan and 
i f tum of Exports and Imports of OE 
setiatiinsd exete's: te United States,? 1950 and 1951 


(1948 = 100) 
CLK BR Matas F604 First half Second half First half Second half 
Germany, western: 504, 654. 
344, 526 
PExpOrtaiy gees ee ce niet ele mle oye 304 919 
Tera pon ter evgeayte ate e tie Ree Petoxen tinge aver 174 234 
Switzerland: 140 
ie 132 
Ex por iS aye erie close ei ee 95 i 
Tir pOrtstacmnee ops aor rae al aye = 84 17, 126 
France: 227 
RR Sing 178 222 248 
ee ir ees eat 113 103 123 130 
Japan:> 195 
pore AIOE Aas Fon sR i 144, 200 a 9 
[isha in ES co a men eeen cd ete sean tolaysntc 122 113 a 
Netherlands: 
PRpOltsa ses coe acer oeame teed ws 174 234 oe ot 
Imports sce ssi tsi tacts 145 149 
Austria: 
Exports ten dete Shien oe. oon ee 159 ales ne ae 
mpOrteS emer  sihoe ben cease ee aks « 192 181 
Denmark: 
ER pOrts Manjit rstome ue aaeales eens 149 186 192 ae 
PiU OLES cate se assy doe clanetayshosieaaes 154 166 162 
United States: 
EX POTTS protect peace ea ta ae eee 88 91 1 118 
| Ca ae) cea ect vcr yc eae eve et 110 127 126 109 
Belgium-Luxembourg:° 
TRS ae z PP ae Oe ee 113 116 143 135 
TOT Espero teases sortie Paste scapes 030% 99 108 117 108 
ltaly: 
fete ERT NCR Rae ae 118 146 143 146 
Timp Ortseimer tse ihe eet aiae a4 19 113 132 128 
Turkey 
EpOrts canes ames ncers a ate a oa cance Wal 140 123 136 
LEN PORES ee Meet ee Horse ein ees ots Ox 120 146 139 176 
Norway 
PS POLES tees traced iticcnn cnet 134 140 149 166 
UU DOLEG: eat Mcet Petsson ee a oe 130 Naty Ie 140 
United Kingd »m: 
EXDOr(S caesar paneer ce coer 12 132 eh iby 
LO pOrISeaerte eie napk ee ae tyes oes 1 Th 106 122 131 
Sweden 
LE DOLIG eee eae er A ee 134 154 142 153 
Iniportsy aoe vase a eee 99 115 133 122 
Ireland: 
PORES athens eee ee ee ELT, 153 Ly 158 
Isa OR SOT Batt ih 5 hae ae ee ee Dal 112 124 106 


— SSSSSsSSSmssesesesesesese 


Source: Statistical Office of the United Nations; 
Organisation for European Economic Co-operation, 
Foreign Trade Statistical Bulletin (Paris) ; Inter- 
national Monetary Fund, International Financial 
Statistics (Washington, D.C.). 


“In descending order of increase in the quantum 
of exports between the first half of 1950 and the 
first half of 1951. 


b 1949 — 100. 


¢ Five-month average. 


4Excluding shipments under the European Re- 
covery Program. 


°The half-yearly data do not reflect revisions 
made in the annual figures, which are often sub- 
stantial. For example, the revised 1950 quantum 
index for exports is 123 and for imports 112 
(1948 = 100), compared with the monthly aver- 
ages for 1950 of 115 and 104, respectively. Revised 
data for 1951 were not available at the time of 
going to press and the above half-yearly data must 
therefore be interpreted with caution. 
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due to the disinflationary policies followed by their 
Governments in 1951, which had the effect of increasing 
exportable surpluses. 


In the second half of 1951, United Kingdom exports 
began to be limited by the shortfall in steel supplies’? 
resulting from the sharp reduction in imports of scrap 
from western Germany, and by the competing require- 
ments of rearmament. A decline in French exports in 
the second half of 1951 resulted from the effect of 
export restrictions*® imposed to conserve supplies of 
foodstuffs, raw materials and other goods and thus to 
limit the upward trend of domestic prices. All coun- 
tries, including the above, experienced some weakening 
of foreign demand for consumer goods in the second 
half of 1951 as a reaction against previous excess 
buying. 


There were substantial differences in the trend of 
imports in these countries, and it is striking that in 
many cases there was little relationship between the 
increase in imports in 1951 and the increase in indus- 
trial production. This was due generally to the magni- 
tude of speculative influences in the second half of 1950. 
In several cases imports rose considerably in the second 
half of 1950, reflecting not merely higher output and 
income, but heavy speculative buying and, in the United 
States, strategic stockpiling. In other countries, notably 


19 The United Kingdom was thereby compelled to seek im- 
ports of steel from the United States for 1952. 

20 These included particularly restrictions imposed in Feb- 
ruary and March 1951 on exports of a variety of foodstuffs, in- 
cluding grains, fats and meat, as well as raw materials and 


France and the United Kingdom, imports decreased in 
the second half of 1950 owing to an accumulation of 
inventories in the first half of the year in the case of 
France and to governmental and private buying policy 
in the United Kingdom.”? 


In several of the countries which had increased their 
stocks of imported goods in the second half of 1950, 
the demand for imports generally levelled off or de- 
clined in the course of 1951 even though industrial pro- 
duction increased. In four countries, however, the vol- 
ume of imports increased considerably more than in- 
dustrial production between 1950 and 1951. In France 
and the United Kingdom it became necessary in 195] 
to replenish stocks of imported commodities which had 
been allowed to decline in 1950, at prices which had, 
meanwhile, risen very considerably. The imports of 
Norway and Sweden also increased sharply in 1951 for 
reasons which will be indicated below. 


EFFECT OF DETERIORATION IN TERMS OF TRADE 


While most of the industrialized countries increased 
the volume of their exports more than the volume of 
their imports in 1951, the effect of this change upon the 
current balance of trade of each was considerably af- 
fected by the deterioration in the terms of trade— 
described in the preceding chapter—in all countries ex- 


semi-manufactures, particularly steel products, non-ferrous met- 
als, sulphuric acid, raw textiles, chemicals, leather and paper 
pulp. The incidence of these restrictions was particularly marked 
in trade with other members of the European Payments Union. 


21 See discussion of this point in chapter 4. 


Table 43. Indices of Import Equivalent of Exports* of OEKEC countries, Japan and 
the United States,” 1950 and 1951 
(1948 = 100) 
1950 1954 

ies ‘half aE ‘half boas 

G SWeStermcee ir as 81 118 WAY 146 
(goat, 5 ag ae ee 334 474 479 
INGWalyaeeiter tte cr crren cian ctectectroietas 118 135 155 173 
Belgium-Luxembourg............... 114 114 145 152 
SWE eRe es fiat asia icteta emcee. tr ase > 4 114 135 144 gail 
5 a erica 160 200 198 215 

ie te, eae nee 182 1B 
INDSRARY hoin  ciad in. Oot a CERO oie 164 218 187 216 
SAL ZET ATL Rene MME Ey Re) exec eiipaveatee 3 120 160 136 141 
Denmerk tress aty Gg whiecs eisai ena 142 172 160 156 
ifedestateseres erecta yore oleeks aie es 81 Ui ol 93 
ae Lae ee 134 160 148 160 
Wimited Kingdomcee hacen d nea 112 116 108 12 
OEEG countries? : tenses feo ss 119 134 129 139¢ 


TT 


Source: United Nations Department of Economic 
Affairs. 


4 The indices were obtained by deflating current 
export values by import unit value indices. 


bIn descending order of increase between first 


half of 1950 and of 1951. 


CT950 1003 
4 To non-OEEC countries only. 
© Third quarter. 
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cept Belgium-Luxembourg, Japan, Norway, Sweden exports rose in all countries except Denmark and 


and Turkey. In table 43, estimates are given of changes France; the terms of trade tended to improve in this} 
in the import equivalent of exports of the industrialized period to some extent. | 
countries—that is, in the volume of imports which cur- 
rent exports could have purchased, allowing for Factors IN CHANGES IN CURRENT BALANCES | 
changes in import prices. The countries ae d In most industrialized countries other than the United | 
in descending order of the increase in the import equiv- States, a sharp reduction in over-all trade deficits dur- | 
alent of exports between Hie Att halt of To enaine ing the first six months following the outbreak of the) 
first half of 1951. It will be seen that in all but one of Korean conflict was followed by a renewed increase in | 
the countries whose terms of trade moved adversely deficits during the first half of 1951, as is shown in 
after mid-1950, the value of exports rose sufficiently to j hic 
offset the increase in import prices, so that the import 
equivalent of exports increased by comparison with the During the second half of 1950, the expansion of 
first half of 1950. The United Kingdom is the only their exports, together with the delay by a number of 
country listed in table 43 showing a lower import major western European countries in increasing the vol- 
equivalent of exports in the first half of 1951 than in ume of their imports, had led to a reduction in the total 
the corresponding period of 1950, owing to the rela- deficit of OEEC countries on current transactions in 
tively large deterioration in its terms of trade and the goods and services by approximately $1,000 million, 
relatively small rise in its export volume. Taking the compared with the first half of the year.”* This, how- 
whole period from 1948 to the first six months of 195] ever, had been associated with reductions in working 
—that is, including the effects of the devaluation of stocks of imported commodities in several countries, as 
September 1949 as well as the further deterioration in noted previously. Thus, the increases which occurred in 
terms of trade after mid-1950—the volume of United the deficits of most western European industrialized 
Kingdom exports increased by 31 per cent, but the mo eer ERE 
import equivalent of its exports rose by only 8 per cent. ie Pete ge ve Ne efense Assistance Program are 
In the second half of 1951, the import equivalent of {lade was relatively snoderate dusive the second half of 1980. 
y oderate during e€ secon ait o . 


Table 44. Trade Balances* of OEEC Countries, Japan and the United States, 
1950 and 1951 


(Millions of United States dollars in current prices) 


1950 1951 
Country First Second irs eco 
; half half ae ane 
Countries with improving current trade 
balances: » 
Belgium-Luxembourg............ —12 —85 103 2959 
Denman eee eee etn tee te —68 —35 —62 —12 
Germany, western............... oll —223 74 245 
Netherlands: ci4 sere) ek —275 — 162 —313 —22 
INCU WAV Acree nos varie rotenone, — 144 0 — 100 = 10 
Sweden Pea re tree. cee 14 26 —25 196 
Winited ss tatese nen anne 1,056 368 1,340 PTS 
Countries with deteriorating current trade 
balances: » 
IAUSTLia ee ae ee —99 —10 
ey —79 —53 
Praia Ae pet telcos —37 343 32) —39 
LHL oue eases Lact ere, one ae lila 14 Slit —39 
SDAA ta cnsco nee a oan —89 98 = 219 
DWIUZerLan dey er nee Oe oe i —48 135 —12 
ULE REY ihetrerits aay, Ce Mune = 16 0 —43 
United Kingdom................ —282 —10 — 1,024 AL AK 
OEEC countries4................, —1,708 — 906 — 2,327 —1,698e 


Se a a eee 
Source: United Nations Department of Eco- 


Sn Affaien. States armed forces and Economic Cooperation Ad- 


ministration, not included in the foreign trade 
statistics. For data on such procurement see foot- 


« Exports, f.0.b., less imports, f.0.b. See footnotes note 9 in this chapter 


a, f and g, to table 45. ; 
> Between 1950 and 1951 as a whole. * Covering trade of all OFEC metropolitan coun- 


tries with all other countries. 
¢ Excluding special procurement by the United ® Five-month figure at half yearly rate 
D rom . 
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ountries between the second half of 1950 and the first 
alf of 1951 resulted, in part, from an expansion of 
heir imports designed to replenish diminishing stocks. 
n addition, however, exports fell in a number of cases 
rom the peaks reached towards the end of 1950 under 
he influence of the scare buying of that period, and 
here was also a considerable deterioration in the terms 
f trade. In Japan also, the emergence of a foreign trade 
surplus during the second half of 1950 was followed 
yy renewed deficits resulting from higher imports. 
japan’s over-all current account deficit more than 


Joubled between the first halves of 1950 and of 1951. 


Nevertheless, it may be noted that, in a number of 
sontinental OKEC countries, over-all deficits during the 
arst half of 1951, though higher than in the preceding 
nalf-year, were still somewhat smaller than they had 
been during the first half of 1950, owing to the rela- 
tively large expansion which had taken place in their 
exports. 


In the second half of 1951, a levelling off or decline 
in the demand for imports by a large number of indus- 
trialized countries, together with a fall in the prices 
of imported raw materials, resulted in most cases in 
increased surpluses or reduced deficits on merchandise 
account. While in most of these countries there was no 
significant change in the aggregate pressure of domes- 
tié demand between the first and second halves of 1951, 
there was a slackening of demand for imported raw 
materials and consumer goods, stocks of which were 
now adequate in relation to current and prospective con- 
sumption. In France and the United Kingdom, however, 
current trade balances deteriorated in the second half 
of 1951 owing to a continuation of the process of re- 
stocking combined, in France, with the effect of export 
restrictions, and, in the United Kingdom, with the limi- 
tation of exports resulting from bottle-necks in the steel 
industry, and, in both countries, with a decrease in 
external demand for consumer goods.” 


The interplay of the various factors bearing upon the 
current merchandise trade balances of the industrialized 
countries in this period is reflected in the analysis of 
changes in these balances between 1950 and 1951 con- 
tained in table 45. In that table, the movements in the 
balances are attributed to two main factors: to changes 
in the quantities of exports and imports and to changes 
in the prices of exports and imports. In addition, the 


23 See previous discussion of the volume of exports and im- 
ports. Notwithstanding the change in the French position from 
a surplus on merchandise account in the first half of 1951 to a 
deficit in the second half, the export surplus with the franc area 
continued to increase, owing to a considerable rise in French 
investment in that area. The United Kingdom current surplus 
with the rest of the sterling area also rose in the second half of 
1951. 

24 The terms of trade effect, as analysed in table 45, may be 
defined as the difference between the actual value of imports in 
the first half of 1951 and the value-of the same quantum of im- 
ports on the assumption that import prices had risen to exactly 
the same extent as export prices since 1950. In other words, 
the third column of table 45 gives an estimate of the additional 


price factor is further analysed into what may be called 
the “terms of trade” effect and the effect of changes in 
the general level of prices. The former of these price 
factors is solely the result of the relative change in 
import and export prices, while the latter measures the 
effect upon the trade balances of the absolute movement 
in the general price level.*4 


As can be seen from table 45 there were sharp diver- 
gencies in developments in the trade balances of these 
countries between 1950 and 1951. Particularly signifi- 
cant improvements in trade balances in 1951 were re- 
corded in Belgium-Luxembourg, western Germany and 
the United States, where the existence of excess capac- 
ity at the beginning of 1951 and the sharp rise in pro- 
ductivity in 195] enabled exports to be increased con- 
siderably. In western Germany an additional factor was 
the restriction on imports imposed early in 1951.?? In 
Denmark and the Netherlands, moreover, disinflation- 
ary governmental policies, as noted earlier, contributed 
to the relatively greater rise in the volume of exports 
than of imports. In all these cases except Belgium- 
Luxembourg, where the terms of trade improved, fa- 
vourable movements in the quantum balances of trade 
more than offset adverse developments in prices. In 
Sweden a very considerable improvement in the terms 
of trade enabled the volume of imports to be expanded 
much more than the volume of exports without adverse 
effects on the trade balance. In Norway, however, the 
favourable movement in the terms of trade was offset 
by the effect of the rise in the general price level in 
increasing the trade deficit; the large increase in the 
volume of imports was made possible by a correspond- 
ing expansion in the volume of exports. 


The deterioration of current trade balances in Aus- 
tria, France, Italy, and Switzerland was due entirely 
to adverse developments in prices, since the quantum 
balances of trade in all cases improved. In Japan,”° 
Turkey and the United Kingdom, however, quantum 
balances of trade deteriorated as well, owing to large 
increases in the volume of imports. 


One effect common to all countries listed in table 45 
except Belgium-Luxembourg and Sweden was that the 
changes in prices between 1950 and 1951 resulted in 
increased deficits or reduced surpluses. For all OKEC 
countries, the total cost of changes in terms of trade 


cost of imports in 1951 resulting from the fact that import prices 
had risen more than export prices. 

The effect of a rise (or fall) in the general level of prices in 
international trade is generally to increase (or decrease) both 
merchandise surpluses and deficits. In table 45, this effect is in- 
dicated in the fourth column. 

25 See discussion below of western Germany’s position in the 
European Payments Union. 

26 Available data permit a comparison for Japan only as be- 
tween the first half of 1950 and the first half of 1951. Part of 
the deterioration in Japan’s commercial trade balance shown in 
table 45 was offset by increased sales of goods to the United 
States armed forces under special procurement contracts not 
included in the foreign trade statistics. See footnote 9 in this 
chapter. 
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; ; d 
= Ch in Merchandise Trade Balances of OEEC Countries, Japan an 
re ae mae ake United States, between 1950 and 1951 


(Millions of United States dollars) 


Change in _ Change Terms General vor 
Gein caine, ACES, NET a ea ne 
Countries with improving current trade 

balances: 

Belgium-Luxembourg........... 462 202 228 32 ae 
Denmark ee eee eva eae 29 116 39 2 - rE 
Germany, western. ............-. 772 817 ioe 80 rs a 
INetherlandsi eee reatrae errr We ee — SF z a i ; 
A es eat 359 68 291 
United States. saa < 2,030 3,019 — 1,024 640 —384 

Countries with deteriorating current trade 

balances: a i? Pe 
AUS ELT A fete nated te rah) weaay Ye —24 38 — _ _ 

F Rake —212 75 —349 62 201 
|EN SS O e e a —121 29 — 134 —16 —150 
Napanee yon men hee ag —190 —125 39 —104 —65 
Switzerland... . Poem LOY NT es =o etic 
rey wa ieaees ok he bate ans —49 —4] =2 =F ae 
United Kinedomy, cian eae cei se 0. 2,03 — 754 =o —154 — 1,264 
OHEG coumtries#si,). 5.0 e005 oa — 1,088 Le = 15519 — 286 —1,805 


Source: United Nations Department of Eco- 
nomic Affairs. 


@ Current merchandise trade balance for 1951 less 
the corresponding balance for 1950. Exports valued 
f.0.b. F.o.b. value of imports obtained by deduction 
of 10 per cent from recorded c.i.f. values, except 
for the United States, whose imports are recorded 
f.0.b. See also footnotes f and g. 


> Merchandise trade balance for 1951 revalued at 
1950 prices, less the current trade balance for 1950. 


*Computed from the formula I(Pe-Pi). See 
footnote d. 


4 Computed from the formula (E-I) (Pe-1). E, I 


and in the general level of prices between the first nine 
months of 1950 and of 1951, in transactions with the 
rest of the world, is estimated at $1,800 million. An idea 
of the significance of this figure may be gained from the 
fact that it is equivalent to nearly 18 per cent of the 
total value of exports by OEEC countries to the rest of 
the world in the first nine months of 195]. 


The worsening of the terms of trade of the indus- 
trialized countries was moderated in some cases by 
other factors. Countries possessing large investments in 
areas producing primary commodities benefited from 
increased income on these investments resulting from 
the higher prices and volume of exports of raw mate- 
rials. Again, countries with large merchant marines 
increased their earnings on shipping account as freight 
rates reacted to the scarcity in shipping space which 
developed after mid-1950, owing to the general ex- 


27 See discussion of United Kin dom balance of 
below. Between the first half of 1950 and the first half of 1951, 
the increase in the net income of Denmark, the Netherlands and 
the United Kingdom on account of interest, profits and divi- 
dends, and of shipping services, offset less than 20 per cent 


are exports, imports in 1951 revalued at 1950 
prices; Pe, Pi are export, import unit value indices 
mm) L951 (1950 1) 

® Total of preceding two columns. 


‘ Covering first halves of 1950 and of 1951 only. 
F.o.b. value for imports estimated by deducting 15 
per cent from c.if. value in first half of 1950 and 
18 per cent in the first half of 1951. See also foot- 
note c to table 44. 


® Covering trade of all OEKEC metropolitan coun- 
tries with all other countries for first nine months 
of 1950 and 1951. F.o.b. value of imports obtained 
te deduction of 12.5 per cent from recorded c.if. 
values. 


pansion in the volume of international trade, and as x 
consequence particularly of the military shipments 
over long distances to the Far East, and of the resump-~ 
tion by the United States of coal and grain exports toc 
western Europe. 


These factors were of greatest significance in the: 
United States, where increases in net income on privates 
investments and on transport account, together withr 
the rise in the general level of prices, more than offset 
the effect on the trade balance of the deterioration inp 
terms of trade. The increase in income from investmentss 
and shipping in the first half of 195] was small inp 
relation to the deterioration in terms of trade in Den-. 
mark, the Netherlands and the United Kingdom; andl 
in the second half of 1951 the United Kingdom’s in-- 
visible income from abroad dropped sharply.27 In Nor-- 


way, however, where the terms of trade improved, the: 
Soh pee a sha 


of the adverse effects of price changes on the trade balance. Its 
should, however, be noted that transfers of interest, profits and} 
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increase in income on transport account was significant 
in relation to the current account balance.2* 


While the tendency for the terms of trade of indus- 
trialized countries to improve since mid-1951 has, to 
that extent, eased the problem of securing an over-all 
balance in their transactions, other factors coming into 
play may have an opposite effect. The general weak- 
ening of demand for consumer goods and the renewed 
restrictions applied by a number of primary producing 
countries on imports of less essential goods, owing to 
declines in their monetary reserves, imply a greater 
concentration of the exports of industrialized countries 
upon precisely those products—namely, of the capital 
goods industries—the output of which is most likely to 
be affected by the requirements of defence.2° In addi- 
tion, other western European countries are likely to be 
affected by the import restrictions reimposed by France 
and the United Kingdom late in 1951 and early in 1952. 


STRUCTURE OF THE EXTERNAL TRANSACTIONS OF 
WESTERN EUROPE AND JAPAN 


Transactions with the dollar area constituted the 
major remaining element of imbalance in western 
Europe’s current account with oversea countries in the 
first half of 1950. This imbalance persisted throughout 
the period under consideration; it was only temporarily 
masked during the second half of 1950 when an ab- 
normal] increase occurred in United States imports from 
western Europe while exports continued to fall—thus 
causing a narrowing of dollar deficits. A new phase of 
western Europe’s dollar problem emerged in 1951. Up 
to the end of 1950—except for a brief period in 19492°— 
rising production in western Europe had been asso- 
ciated with declining dollar deficits. Had it been pos- 
sible for western European countries to continue the 
process, hitherto under way, of replacing imports from 
the dollar area by expanding domestic output and tak- 
ing advantage of increased supplies from oversea non- 
dollar sources, the dollar gap might have been further 
reduced in 1951. The further increases in western 
Europe’s output in 1951 were, however, associated in 
a number of cases with rising, not with falling, dollar 
deficits. There were several reasons for this reversal of 
previous tendencies. Part of the fall in dollar deficits in 
1950 had simply represented a decline in stocks of 
dollar commodities*! which had to be made good in 


1951. 


In addition, however, western Europe’s basic indus- 
tries proved insufficiently flexible in output to meet 


28 The over-all current account deficit of Norway of $112 mil- 
lion in 1950 was replaced by a surplus of $27 million in 1951; 
the increase in net freight receipts, which rose nearly 70 per cent 
between these two years, amounted to $114 million. 

29In the United Kingdom, the Chancellor of the Exchequer 
announced on 29 January 1952 that the total supply of plant and 
machinery to the home market for civilian use would be reduced 
by some £150-200 million, i.e., by about one-sixth, from the level 
that obtained in 1950 in order that resources might be concen- 
trated on increasing exports and satisfying the needs of defence. 


the exceptional demands put upon them after mid-1950. 
Just as the sudden rise in industrial output in the United 
States after mid-1950 made it necessary to seek abnor- 
mal purchases of steel from western Europe, so western 
Europe turned once again to the Western Hemisphere 
for larger quantities of a number of raw materials— 
particularly coal, petroleum products and timber—and 
foodstuffs.*? Requirements from the dollar area, were, 
moreover, all the greater on account of the low level 
and falling trend of trade with eastern Europe.?? 


Finally the accumulation of gold and dollar reserves 
which had taken place in western Europe in 1950 made 
it possible to raise imports from the dollar area not- 
withstanding the declining trend in United States eco- 
nomic aid. 


The largest deterioration in the dollar balance oc- 
curred in the United Kingdom, whose dollar deficit rose 
considerably in the first half of 1951 and continued to 
increase in the third and fourth quarters of that year. 
Although France’s merchandise deficit with the dollar 
area was smaller in the first nine months of 1951 than 
in the comparable period of 1950, that country en- 
countered some difficulties towards the end of 1951 asa 
result of uncertainties regarding the timing and amount 
of United States aid.** The problem was complicated 
in these two countries by speculative capital movements. 


In general, even in those cases in which dollar deficits 
had been somewhat reduced in 1951, the basic problem 
remained of finding the means to a balance with the 
dollar area at a high level of trade and at progressively 
lower levels of United States economic aid. Underlying 
the specific manifestations of that problem in 1951, 
indicated above, there persisted certain longer-term 
structural difficulties. Certain of these have already been 
discussed in connexion with the examination of the 
United States balance of payments. Additional prob- 
lems for western Europe derive from the fact that, 
under normal conditions, western Europe’s manufac- 
tured exports have a rather limited market in North 
America, which is itself a competing producer of manu- 
factures, while at high and rising levels of activity 
western Europe has still not found the means for dis- 
pensing with large-scale imports of the food and raw 
materials of which North America is also the most 
important producer. For example, recent estimates of 
the Coal Committee of the Organisation for European 
Economic Co-operation suggest that, assuming a 25 per 
cent increase in the gross national products of western 


30 The period of the United States recession. 
31 See, for example, footnote 49 in this chapter. 


32 Expenditures in dollars (including dollar freight) upon 
imports of coal alone by western Europe from the United States 
in 1951 may have been of the order of $450 million. In 1950 
these imports had been very small. 


33 See chapter 7. 


34Tt was subsequently announced that France could expect 
to receive $600 million during the year ending in June 1952 in 
the form of aid or United States military purchases. 
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European countries by 1956, western Europe would still 
have an over-all deficit in coal output of 25 million to 
35 million tons a year. 


In addition, opportunities for western Europe to earn 
a surplus of dollars through transactions with countries 
outside North America appeared to be virtually con- 
fined to dollar transfers from affiliated currency areas; 
other countries during this period continued to use their 
dollar resources to increase their imports from the 
United States, to reduce dollar indebtedness or to add 
to reserves. In the absence of a major shift from the 
United States to western Europe as a source of imports 
for other countries, the persistent dollar problem would 
be soluble for many of the western European countries 
only in terms of a direct balancing of transactions with 
the United States. 


Exports to the United States of goods and services*® 
from continental western Europe®® during the year 1951 
reached a very high level, though much of United States 
buying from western Europe in this period was related 
to temporary domestic shortages in products which the 
United States does not normally import from abroad in 
large quantities.*” On the assumption that this level of 
exports is maintained, it would require a reduction of 
at least one-third in the rate of continental western 
Europe’s non-military imports from the United States 
in 195] to achieve approximate balance with the United 
States on current transactions in non-military goods and 
services. 


So far as non-dollar transactions were concerned, 
western Europe had considerably reduced its deficit 


35 Excluding military purchases by the United States in west- 
ern Europe. 


86 The United Kingdom dollar problem is examined further 
below. 

87 Between the first halves of 1950 and of 1951, the rise in im- 
ports of steel mill products and chemicals alone accounted for 
almost half of the rise in the value of United States imports 
from western Europe, although the share of these two groups in 
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with the non-dollar area as a whole by the first half of 
1950; the abnormal expansion of exports during the 
second half of the year, when the deterioration in terms 
of trade was as yet relatively moderate, accelerated this 
process temporarily.®* 
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; 
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In the first half of 1951, however, as shown in table 


46, the deterioration in the terms of trade of western 
Europe resulted in a reversal of this trend, particularly 


with respect to the oversea sterling area —a leading’ 


source for certain primary materials whose prices had 
soared since mid-1950. The effect of this was concen- 
trated in the United Kingdom, since continental western 
Europe was able for the time being to offset its increased 
deficit with the oversea sterling area by a surplus with 
the United Kingdom. The implications of these develop- 
ments are examined further below. 


Japan had a greatly increased deficit with the dollar 
area on non-military transactions in the first half of 
1951, reversing the previous tendency towards reduction 
of dollar deficits as United States grants in aid declined. 
This increase in the deficit was the result of a liberal- 
izing of imports and replacement from United States 


sources of certain goods previously obtained from the | 


mainland of China.®? The increased deficit was financed 
in part from dollar receipts from the United States 
through continued grants in aid and also purchases of 
goods and services in connexion with the Korean war.*° 
It became necessary, however, to draw upon reserves to 
finance part of the deficit. At the same time, Japan was 
accumulating surpluses in sterling, which, under an 
agreement with the United Kingdom of September 1951, 
it could no longer require to be converted into dollars. 


total United States imports from western Europe had been less 
than 10 per cent during the first half of 1950. 


38The United Kingdom had had current account surpluses 
with oversea non-dollar countries since 1947. 


89 Primarily rice, salt, soya beans, coking coal and iron ore. 
See chapter 7. 


40 See footnote 9 in this chapter. 


Table 46. Oversea Balance of Trade* of OEEC Countries, 1948, 1950 and 1951 
(Millions of United States dollars; half-yearly figures) 


eee 


United Kingdom 


bebe, ¢ Other OEEC countries 
haat TQ rome 1950 1951 poe 1950 1951 
First Second First Third irs econ i i 
half half half quarter» yak ae : i Pag 
With dollar area.. —456 —191 — _ 
Sie ele 150 302 =—618 — 1,470 —879  —602 —767 —1,048 
OEEC countries —145 —137 — 
en IES 979 —462 —571 —398 —362 — 688 60 
sterling area. . 184 112 280 175 
2 _ 167 — 150 _— — - 
Total with non- eo eh ay aa 
OEEC countries —601 — 328 5 —881 —1,080 —2,041 —1,277 —964 —1.455 —988 


Source: Statistical Office of the United Nations. 


4 Exports, f.o.b., minus imports, f.o.b.; the latter figures were 


obtained by deduction of 12.5 per cent from c.if. imports. 


> Half-yearly average. 


hapter 5. Balance of payments of United States, western Europe, Japan ay) 


t was intended, moreover, that United States aid to 
Japan should cease from mid-1951. Some readjustment 
of transactions with the sterling and dollar areas there- 
fore became necessary. Import allocations by Japan 


in the second half of 1951 were therefore designed to 
reduce dollar imports and at the same time to increase 
imports from the sterling area and other non-dollar 
countries,** 


The Problem of Intra-European Payments 


The payments problems confronting western Europe 
during the period under consideration were not con- 
fined to those associated with external balance but con- 
cerned also the internal payments relations among 
western European countries themselves. 


The establishment of the European Payments Union 
in mid-1950 had as its primary objective the introduc- 
tion of a partial convertibility of western European 
currencies. Together with the measures taken by the 
OEEC countries from November 1949 onwards to relax 
restrictions on private trade in goods and services 
among western European countries, it was designed as 
a step in a process which, it was hoped, would ultimately 
lead to a wider restoration of non-discriminatory trade 
and convertibility of currencies. 


With the introduction of the European Payments 
Union, the formal distinction between hard and soft 
currencies was abolished, since proceeds of exports to 
a soft currency country had the same value in the clear- 
ing as equivalent exports to a hard currency country. 
Thus, there was no longer any incentive for countries to 
balance their transactions bilaterally and, in particular, 
to balance their payments with the hard currency area 
of western Europe. It was, indeed, a primary objective 
of the new system to abolish these processes. In place 
of these incentives, however, there began to develop a 
tendency to concentrate exports upon countries in which 
a relatively high degree of liberalization and domestic 
demand had increased the market for imports. In this 
way, deficits and surpluses rapidly began to be con- 
centrated in a few countries, giving rise to serious prob- 
lems of settlement. 


In the first nine months of the union’s operations, 
the dominant influences were the creditor positions of 
France and the United Kingdom, and the deficit of 
western Germany as indicated in table 47. The United 
Kingdom surplus, by far the largest, resulted partly 
from the increased volume and prices of oversea ster- 
ling area exports of raw materials to continental west- 
ern Europe, partly from a lag in United Kingdom 
imports during the second half of 1950 while exports 
rose, and finally, from an inflow of speculative capital 
into the United Kingdom in anticipation that sterling 
would appreciate in relation to the dollar. France, which 
together with the United Kingdom accounted for well 
over half of the gross surpluses in the European Pay- 


41Qn 17 February 1952 the Japanese Ministry of Finance 
stated that measures would be taken to limit exports to the 
sterling area as well as to increase imports from that area. 


ments Union up to the end of March 1951, and for over 
80 per cent of the net surpluses, had accumulated inven- 
tories of imported goods in the first half of 1950; thus, 
exports rose sharply in the second half of 1950 in 
response to increased foreign demand and the liberal- 
ization of trade in other countries, while imports fell. 


Table 47. Cumulative Net Positions in European 
Payments Union, 31 March 1951 and 31 December 
1951 


(Millions of units of accounts) 


Cumulative net positions, surplus (+) 


Member country and or deficit (—) 
associated monetary $$$ 
area» 31 March 1951 341 December 1951 
ANISIT1a Ao o.oo ee ee — 82.6 — 130.6 
Belgium-Luxembourg........ +89.5 +601.5 
Denmark*esets. eee —41.0 —32.3 
France Saenger ee +271.3 — 199.7 
Germany, western. . — 456.9 +36.0 
Greece sssciek eee eee —93.7 — 186.7 
Tcelandiee eae ee ee —3.9 —8.5 
Dials tore ater a ee ee — 83.5 +194.7 
WNetherlands.¢-...-..40.... —192:7 —50.0 
INOrWayawitvk HEX atau ov ae —73.9 —69.6 
Portugalan ay ce eee +63.4 +96.5 
Sweden ima eee ene —45.7 +177.5 
SiwiltZerlaa Cee eee +26.5 +141.2 
Turke yee cae seo ee —10.8 —93.2 
United Kingdom........... +-633.9 —471.8 
Total tc cae ee +1,084.6 +1,247.4 


Source: Twenty-first annual report of the Bank for Interna- 
tional Settlements; and Press release of the European Payments 
Union, 12 January 1952. 

a Equivalent to United States dollars. 

bTreland and Trieste are included in the monetary areas of 
the United Kingdom and Italy, respectively. All dependent terri- 
tories are included with the respective metropolitan countries; 
the United Kingdom entry also includes the independent mem- 
bers of the sterling area. 


Neither the United Kingdom nor the French surpluses 
of themselves caused serious difficulties in the union’s 
operations.*? However, the surpluses were concentrated 
in large part upon western Germany, and it was in this 
respect that serious problems arose. The growth of the 


42 This was due to the relatively large quotas of these coun- 
tries, requiring them to advance substantial credit to the union 
in respect to their surpluses; to the “initial debit balance” allotted 
to the United Kingdom against conditional dollar aid from the 
United States; and to the fact that certain “existing resources” 
in the form of sterling balances could be used for settlement of 
deficits. 
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western German trade deficit with the European Pay- 
ments Union area between the first and second halves 
of 1950 resulted largely from an increase in demand 
for imports, especially raw materials, associated with a 
continuing growth in industrial production, as well as 
for speculative purposes. The soaring prices of raw 
materials further aggravated the difficulty. At the same 
time, western Germany was increasing its exports, but, 
owing to the longer delivery periods involved, particu- 
larly for capital goods exports, there was a time lag 
between the rise in imports and returns from exports. 
There appears also to have been a substantial specula- 
tive outward movement of capital—largely to the United 
Kingdom in anticipation of an appreciation of sterling. 


In addition, western Germany had been allotted a 
quota of only $320 million in the European Payments 
Union, on the basis of its trade in 1949, though in fact 
there had been a very large increase in its foreign trade 
since that time. The western German quota was later, 
in July 1951, increased to $500 million, but for the 
time being the low quota served to limit the amount of 
credit from the union upon which western Germany 
could draw. 


The deterioration in western Germany’s position had 
already become apparent in October 1950, and in 
December 1950 the Council of the Organisation for 
European Economic Co-operation decided that one-third 
of western German accounting deficits in excess of the 
quota should be settled in gold or dollars, and the 
remainder by a special credit up to $120 million. In 
addition, western Germany undertook to restrict the 
volume of domestic credit as a means of reducing the 
demand for imports. These measures proved insufficient, 
however, and in the middle of February 1951, western 
Germany decided to suspend its liberalization of im- 
ports. Thereafter the situation was brought rapidly 
under control; from March 1951, western Germany 
began to show surpluses with the European Payments 
Union, and succeeded in repaying the special credit by 
the end of May 1951. 


During the last three quarters of 1951, there were 
substantial changes in the leading surplus and deficit 
positions in the European Payments Union as indicated 
in table 47. In the first place, both the United Kingdom 
and the French surpluses were greatly reduced, and 
ultimately replaced by deficits. The United Kingdom, 
after consultation with the Managing Board of the 
European Payments Union regarding its large accumu- 
lated surplus, had further reduced its quantitative re- 
strictions on imports from the other OFEC countries, 
had increased allocations of foreign exchange for tour- 
ists, had expanded purchases of defence materials from 
member countries and had further relaxed restrictions 
on the use of sterling by continental western European 


43 See footnote 20 in this chapter. 


44 Tn February 1952 the French Government also took steps 
to restrict imports from other OEEC countries. 


| 
countries. Simultaneously, oversea sterling countries: 
were increasing their purchases on the continent a 
goods which were becoming difficult to obtain in the 
United Kingdom, while their exports declined mores 
than seasonally after the middle of the year owing tor 
the fall in raw material prices. France had also relaxed: 
import restrictions and exchange controls, temporarilyy 
suspended certain tariffs, and extended liberalizationn 
measures to additional oversea territories, while exportss 
fell, largely under the influence of export restrictions.‘ 
The consequent deterioration in the balance of pay-: 
ments positions of France and the United Kingdom wass 
accompanied by an appreciable flight of capital. 


As a result of the serious drain on the gold and dollarr 
reserves of the United Kingdom during the second half! 
of 1951, to which gold losses to the European Payments: 
Union had contributed, the United Kingdom imposed] 
import restrictions, in November 1951, having the effect! 
of reducing the percentage of liberalization of its im-- 
ports from western Europe on private account from) 
over 90 per cent to approximately 60 per cent. The: 
effect of these restrictions on other countries was ex-: 
pected to be moderated only in part by the fact that: 
western Germany was to reintroduce some relaxation 
of its import restrictions from 1 January 1952.44 


The most serious problems, however, arose in rela- 
tion to the position of Belgium-Luxembourg, the sur- 
plus of which passed the limit of its quota during 
August 1951. Belgium-Luxembourg had a large capacity 
for the production of heavy goods in relation to its 
requirements for domestic investment and was therefore 
able to expand exports very considerably in 1951. In 
the first half of 1951, the Belgian creditor position was 
due largely to its persistent surplus with the Nether- 
lands, resulting from the very extensive liberalization 
of transactions between the two countries in preparation 
for a customs union.*® From August, however, the 
Netherlands also began to register surpluses with the 
union, while the Belgian surplus continued to increase, 
largely owing to increased exports to the United King- 
dom and the rest of the sterling area. Special arrange- 
ments were therefore made whereby Belgian surpluses 
in excess of its quota were to be financed as follows: 
50 per cent by gold payments by the union and 50 per 
cent by Belgian credits to the union, while surpluses 
in the last quarter of 1951 were to be settled up to $80 
million in gold and the remainder in credit. Belgium 
itself took steps to restrict dollar imports and to en- 
courage imports, particularly of capital equipment, 
from western Europe. On the other hand, an attempt 
was made to increase exports to the dollar area rather 
than to western Europe. To this end, there was a tighten- 
ing of export licensing, and 5 per cent of the proceeds 
of exports to western Europe were blocked by the Bel- 


45 The percentage of liberalized trade with Belgium-Luxem- 
bourg was reduced by the Netherlands from 95 per cent to 60 
per cent for the fourth quarter of 1951. 


Chapter 5. Balance of payments of United States, western Europe, Japan 81 


Table 48. 


Financing of Net Accounting Surplus or Deficit of Selected Countries in 


European Payments Union, at end of December 1951 


(Millions of units of account*) 


Total 


Settlements within quota Settlements outside quota4 


Member country and accounting Credit Gold received Credit Gold 
associated monetary Quola surplus (+) granted by (+) or paid granted received 
area» _ or (+-) or to (—) by ry YY 
deficit (—)° (—) member member member (+) member (+) 
Surplus countries: 
Belgium-Luxembourg 360° +590.7 +198.4 +-132.2 +142.9 +117.2 
Fl buen agers een 205 4237.7 +123.0 +82.0 DIEM © Cae 
Portugal 70 +97.4 +42.0  +28.0 eel Oe eer ays 
Sweden. . 260 +171.4 +P 111.7 O07 — — 
Switzerland........ 250 +141.9 +96.0 +46.0 ~ = 
Deficit countries: 
Braneed sto ex 520 —184.0 168.0  —16.0 = = 
United Kingdom... . 1,060 = 112.1 —939.2 Se) a = 


a 


Source: Press release of European Payments 
Union, 12 January 1952. 


a Equivalent to United States dollars. 
b See footnote b to table 47. 


¢ The accounting surpluses or deficits differ from 
the cumulative net surpluses or deficits given in 
table 47, by the amounts of any initial credit or 


gfan National Bank for a period of six months ;*° sub- 
sequently a small export tax of 1 to 3 per cent was 
introduced. Capital exports to western European coun- 
tries, except Switzerland, were freed, and a system for 
the scrutiny of payments from other countries was in- 
troduced in order to prevent inward speculative capital 
movements. 


As indicated in table 48, the surpluses of Italy and 
Portugal likewise rose in excess of their quotas in the 
second half of 1951, and the Swiss surplus also in- 
creased considerably. All these countries took measures 
to reduce their surpluses similar to those taken in Bel- 
gium-Luxembourg.** 


The preceding sketch of major developments in intra- 
European payments from mid-1950 to the end of 1951 
suffices to indicate the nature of the problems resulting 
from attempts to liberalize trade and payments within 
a limited area of the world. In the first place, there is 
obviously no reason, under existing conditions, why 
any particular western European country should be in 
over-all balance, even in the long run, with the rest of 
western Europe. This was recognized at the time of 
establishment of the European Payments Union through 


46 These measures were intended to have the same effect as 
import restrictions against Belgium-Luxembourg by other west- 
ern European countries would have had. There is the difference, 
of course, that measures taken by Belgium-Luxembourg to dis- 
courage exports to western Europe can be easily abandoned, if 
necessary, by Belgium-Luxembourg, whereas import restrictions 
by other countries might tend to persist after the need for them 
had passed. From 20 January 1952, it was decided to block 5 


debit balances used, and net use of “existing re- 
sources”—for example, sterling balances. 


4In accordance with special decisions of the 
Council of the Organisation for European Eco- 
nomic Co-operation. 


© Owing to the establishment of an “initial debit 
balance” for Belgium-Luxembourg of 29.4 million 
units, the quota can be used to cover surpluses for 
an amount not exceeding 330.6 million units. 


the provision of “initial” credits and debits for coun- 
tries considered to be “structural” debtors or creditors, 
respectively, vis-d-vis the,rest of western Europe, the 
initial debit balances of structural creditor countries 
being offset by “conditional” dollar aid from the United 
States. No new set of balances was worked out for the 
second year of the union’s operations. Consequently, 
persistent surpluses or deficits of a structural character 
were bound to raise problems of settlement in the longer 
run. At this stage, in the absence of measures making 
for corrective adjustments in the demand for imports of 
surplus and deficit countries, two alternatives were 
possible: either to provide full settlement in gold to a 
country such as Belgium-Luxembourg, whose surplus 
was in excess of its quota; or, by failing to provide full 
settlement in gold and thus requiring further advances 
of credit from Belgium-Luxembourg, to compel that 
country to reorient the structure of its foreign trade 
as between western Europe and other areas. The former 
method meant, in effect, that the rest of western Europe 
would be paying in gold or dollars for its surplus of 
imports from Belgium-Luxembourg while similar im- 
ports from the dollar area were subject to much more 
stringent controls. In addition, the resources of the 


to 10 per cent of the proceeds of Belgium-Luxembourg’s exports 
to western Europe for six months, the percentage to depend in 
each case upon the strength of foreign demand for the particular 
product. In March 1952 the upper limit of the percentage 
amounts to be blocked was raised to 25 per cent. 

47 The Swedish surplus was due to somewhat different factors 
from the above, being the result of very favourable developments 
in terms of trade. 


82 


ij 
i 
i 


Part II. International trade and payments) 


union would not necessarily permit such a policy to be 
followed.*® 


The latter method, which was the one actually fol- 
lowed, implied a definite retreat from the policy of 
greater freedom in international trade and payments. 
It is, in a sense, paradoxical that Belgium-Luxembourg 
which, throughout the post-war period, has had fewer 
discriminatory restrictions on its dollar trade and pay- 
ments than practically any other European country, 
should have been compelled to introduce such restric- 
tions in 1951—at a time when its own dollar balance 
did not call for such a measure—in the interests of 
preserving the liberalization of trade and payments in 
western Europe. 


This development serves to emphasize the fact that 
the problem of the internal balance of western Europe 
is inextricably related to that of its balance with the 
rest of the world. If the structural surplus of an indi- 
vidual country with the European Payments Union can- 
not be used—or can be used only in part—to finance 
deficits which that country incurs elsewhere, a conflict 
inevitably arises between the liberalization of trade and 
payments among members of the union on the one hand 
and between member and non-member countries on 
the other. 


There is, however, an additional aspect to the prob- 
lem of balance among a group of countries which have 
liberalized their trade and payments with one another. 
One of the most important factors determining the con- 
figuration of surpluses and deficits within such a group 
will be the levels of income and demand in the respec- 
tive countries. It will be recalled that domestic eco- 
nomic developments in the respective countries had 
largely been responsible, with some exceptions, for the 
earlier division of western Europe into “hard” and 
“soft” currency countries; the latter, broadly speaking, 
had consisted of those in which there was a relatively 
high level of domestic investment and demand, and 


which had been compelled to limit their consequent im-. 
port surpluses by means of direct controls; the former,, 
characterized by a relatively lower level of internal | 
demand, had undertaken a greater liberalization of their ' 
foreign transactions. Under any system in which trade} 
and exchange controls were removed by both groups; 
of countries, the degree of balance achieved depended | 
on how far individual countries kept in step with re-. 
spect to domestic income and demand. The reappear- - 
ance of chronic surpluses in Belgium-Luxembourg, | 
Italy, Portugal and, to a lesser extent, in Switzerland 

suggests that the previous division of western Europe’ 
into hard and soft currency countries may have recurred 

in another form. 


Undoubtedly one of the major elements in the fluc- 
tuations in intra-European surpluses and deficits in 
1950 and 1951 was the character of inventory changes 
in the various countries, to which reference was made 
earlier. In addition, however, the imbalance in intra- 
European payments at the end of 195] was closely 
related to the fact that one group of western European 
countries was, at current levels of domestic investment 
and arms expenditures, able to undertake a sufficiently 
large expansion in production for export, particularly | 
of capital goods, to more than offset increases in im- 
ports, while the other group was not able to do so. The 
problem confronting the deficit countries was, there- 
fore, how far they would attempt to accommodate their 
domestic requirements for investment goods to the needs 
of their foreign balance; or how far they would go 
back on the liberalization of their trade, thus returning, 
in effect, to the type of solution for this problem em- 
ployed before mid-1950. Similarly, the problem facing 
the surplus countries was how far—if they did not wish, 
as a matter of long-run policy, to continue advancing 
credits to the rest of western Europe, nor to reorient 
the direction of their trade by administrative controls— 
they would be prepared to take such expansionist 
domestic measures as would have the effect of increasing 
their demand for imports. 


Special Position of the United Kingdom 


The United Kingdom occupies a dual position in 
international trade and payments. As a large importer 
of raw materials, the United Kingdom was among those 
countries which suffered the largest deterioration in 
terms of trade after mid-1950. On the other hand, the 
spectacular increases in the prices of sterling area raw 
materials in 1950, and the larger volume of imports of 
these materials by the United States, contributed con- 


48 Thus, during part of the period in which Belgium-Luxem- 
bourg was receiving large gold payments, the leading deficit 
countries, France and the United Kingdom, owing to their rela- 
tively large quotas, were receiving credit from the union and 
were not reimbursing the union for its payments to Belgium- 
Luxembourg. As a result, the union’s gold and dollar teas fell 


siderably to the exceptional rise in the gold and dollar 


reserves held by the United Kingdom for the sterling 
area. 


Largely by virtue of the special character of the 
United Kinedom’s position in international trade, that 
country underwent some remarkable fluctuations in its 
international transactions within the space of a single 
year. In the fourth quarter of 1950, the United Kingdom 


from $368 million at the end of July 19 illi 
y 1951 to $179 mill t th 
ee of October 1951. Subsequently, as the deficits of hee oe 
the United Kingdom rose to the point at which progressively 
cee eee perneis to the union had to be made the 
S gold and dollar reserve re d ‘ 
of $217 million by the end of i951. ge seareastied ole) 
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was adding to its gold and dollar reserves at an annual 
rate of nearly $2,200 million, while in the correspond- 
ing quarter of 195] it was losing these reserves at the 
rate of $3,700 million a year. At the beginning of 1951, 
the United Kingdom, representing the whole of the 
sterling area, was by far the largest creditor country in 
the European Payments Union; by the end of November 
1951, it had become the largest debtor. While in the 
summer and autumn of 1950 there had been a large 
inflow of speculative capital into the United Kingdom 
in anticipation of the appreciation of sterling, by the 
third quarter of 1951 the flow had been reversed in the 
expectation that sterling might be devalued even though 
there had been no important change in the price com- 
petitiveness of United Kingdom exports and despite 
the fact that one of the major difficulties confronting the 
country was the already serious lag in the rise of export 
prices behind import prices. It will be convenient first 
to examine the United Kingdom’s own over-all balance 
on current account with the rest of the world; secondly, 
transactions between the United Kingdom and the rest 
of the sterling area on the one hand and the dollar area 
and continental western Europe on the other; and 
finally, the United Kingdom’s transactions with the rest 
of the sterling area. 


__OVER-ALL BALANCE OF THE UNITED KiINcpoM 


In 1950, the United Kingdom was in substantial over- 
all surplus on current account. However, there were 
certain temporary elements in the situation contributing 
to the surplus. Of these the most important were the 
abnormal increase in exports in the second half of 1950 
reflecting the scare buying of that period, and the low 
level of imports resulting from the withholding of 


49 The Chancellor of the Exchequer stated to Parliament on 
'3-February 1951 that “the fall during 1950 in stocks of raw 
naterials (excluding petroleum) of which substantial propor- 
ions are or have been obtained from dollar sources, was about 
‘40 million valued at end-1950 dollar prices’. Since stocks of 


governmental and private purchases up to the middle 
of the year and even beyond. For the latter reason, part 
of the surplus of 1950 must, as noted previously, be 
offset against the fall in stocks of imported raw ma- 
terials.*° 


It was anticipated in the Economic Survey for 1951°° 
that the effect of a rising volume of imports at con- 
siderably higher prices in 1951 would more than offset 
the expected increase in exports, so that the active cur- 
rent balance of 1950 would be eliminated. It was ex- 
pected, in addition, that strategic stockpiling amounting 
to £100 million in 1951 would result in a deficit to that 
extent, this however being equivalent to “exchanging 
asset for asset, or matching asset against increased 
liability”.** 


As may be seen from table 49, the current account 
deficit of the United Kingdom in 1951 was much larger 
than had been foreseen, owing to deteriorations on both 
visible and invisible accounts. The main factors in the 
growth of the visible deficit—over and above the adverse 
movement already contemplated in the Economic Sur- 
vey for 1951—were the larger rise in the quantum of 
imports’’ and the greater deterioration in terms of trade 
than expected. The significance of these factors has 
already been examined. Major elements in the very 
large decline in the invisible surplus in the second half 
of 1951 were the fall in income from oil transactions 
resulting from the nationalization of the petroleum in- 
dustry in Iran and the conclusion of new agreements 
with other countries in the Middle East; a sharp in- 


non-dollar primary products were also allowed to fall, it is 
evident that a significant proportion of the United Kingdom 
current surplus of £244 million in 1950 was attributable to the 
decline in raw material stocks. 


50 Cmd 8195 (London, 1951). 
51 Economic Survey for 1951, paragraph 90. 


52 Tt is likely that a significant part of the greater increase in 
import quantum than expected was due to the extensive lib- 
eralization of imports from OEEC countries referred to earlier. 


Table 49. Balance of Payments of United Kingdom on Current Account, 
1950 and 1951 


(Millions of pounds sterling; annual rates) 
eS 


Item 1950 


1951 actual 
1951 


actual forecasl® First half Second half 
Important eo. Dire ieee tren icc ieee ake at u- Die 3,300> 3,292» 3,702» 
Revers and we-exporte,¢.O.b..0 320 eset DOS. BAK 2,620 2,796 
Merchandise trade balance............... — 147 — 550 —672 —906 
Inmvisibleyaccount (net)aee sees. 4. ee 450 486 50° 
Balance on current account — 100 — 186 — 856 


ee eee 


Source: United Kingdom, Economic Survey for 
1951, Cmd 8195, and Balance of Payments, 1948 
to 1951, Cmd 8505. 


aqn the Economic Survey for 1951. 
> Including stockpiling, forecast in the Economic 


Survey for 1951 as £100 million for the entire year 
1951. 

¢ Payment of £39.3 million was made at the end 
of 1951 in interest on the Canadian and United 
States loans of 1946. This payment is, of course, 
included at an annual rate in the above table. 
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Table 50. The Net Gold and Dollar Balance of the Sterling Area, 1948 to 1951 | 


(Millions of dollars; annual rates) 


ees 6 a SE 


Item 


1951 
1948 1949 1950 First half Second half 


Transactions with dollar area: 


United Kingdom account: 
[ira pOrte Ose erat titan keepers Aaerrus aS 
Exports and re-exports, f.0.b............ 
lbnieplalte exeeoumums (MG)o sa aoe voesenoor 
Balance on current accoumt.....°--.....- 
Repayment of government loans........ 
Change in sterling liabilities............ 
Other transacthons..4-1 es ves ees lac 
Total United Kingdom balance with dollar area 


Rest of sterling area account: 
Total balance with dollar area of: 
Dependent oversea territories.......... 
Other sterling area countries........... 


Gold sales to the United Kingdom......... 


Total balance of rest of sterling area......... 


Transactions with non-dollar areas: 


Net gold and dollar receipts from or pay- 
ments to (—): 
Other Westerm Hemisphere... .....- «- 
QHEG countries tas... 4c t eee a 
Other non-sterling countries........... 
Non-territorial organizations........... 


Total net gold and dollar transfers.......... 
Total net gold and dollar balance.............. 


1,629 1,604. 1,203 1,702 2,394 


761 672 865 1,052 _—1,084 
—198  —206 38 28 —5668 
—1,066 —1,138 —300 —622 —1,876 
—101 ©) =52> 1059 a 
5 31 135) G12 
—141 38 361 eer e 
Sie Sine! 93 —540 —2,392 
164 149 371 656 244 
—474 —530 62 210 —628 
222 234 281 230 206 
6300 147 714. 1,090m = =196 
—36 = 27 == ea 
Syt = 1ay =) 22 —400 
730) 00 5 10 e178 
—32 —6 ee | ee 6 
—319 —263 =3 272 —586 
Shale Srey 805 828 —3,156 


Source: United Kingdom, Balance of Payments, 
1948 to 1951, Cmd 8505. 


@ Payments made at the end of 1951 of $110.7 


crease in out-payments on shipping account, particu- 
larly to OEEC countries; and the payments which fell 
due on the Canadian and United States loans of 1946. 
Only the latter had been foreseen in the Economic Sur- 
vey for 1951.5 


TRANSACTIONS WITH THE DOLLAR AREA AND WESTERN 
EUROPE 


Between 1949 and 1950, as shown in table 50, the 
sterling area as a whole changed a net gold and dollar 
deficit of $1,531 million into a surplus of $805 million. 
Of this total favourable movement of $2,336 million, 
$1,214 million—just over one-half—was attributable to 
transactions of the United Kingdom itself. Most of the 


58 Of the total adverse movement of £218 million in the in- 
visible account between the first and second halves of 1951, 
£39.3 million represented interest payments to Canada and the 
United States; £40 million represented a decline in net earnings 
on shipping account, while the miscellaneous credit item in the 
United Kingdom balance of payments which includes oversea 
transactions of United Kingdom oil companies showed a decline 
of £99 million. There was also a seasonal increase of £18 million 
in net travel expenditures; and a contra-seasonal fall of £11 
million in interest, profit and dividend receipts, probably re- 
sulting from a decline in earnings on investments in oversea 
sterling area raw material production. 


million in interest and $65.5 million in principal 
on the Canadian and United States loans of 1946 
affect the “invisible” and “repayment” items, re- 
spectively. 


change in the United Kingdom account was due to 
larger exports and smaller imports of goods and serv- 
ices. However, a significant proportion of the total im- 
provement was due to capital inflows of an abnormal 
character, associated with speculation on the appre- 
ciation of sterling in the second half of 1950.54 


The rest of the sterling area contributed rather more 
than one-third of the over-all improvement in the ster- 
ling area gold and dollar position between 1949 and 
1950, the main factors being the reduction of imports 
from the dollar area, under the 1949 agreement to 
restrict dollar imports to 75 per cent of the 1948 level, 


and the expansion of raw material exports to the United 
States. 


Between 1950 and the first half of 1951, the United 


Kingdom experienced a deterioration on both current 


_ °4 This was partly reflected in the increase of over $130 million 
in dollar area holdings of sterling balances between 30 June and 
31 December 1950. In addition, the item entitled “other capital 
transactions” in the United Kingdom gold and dollar account 
showed a favourable movement of $289 million between 1949 
and 1950; it is possible that a substantial or major part of this 
amount reflects speculative capital inflow. 


55 These restrictions were, however, progressively relaxed after 
mid-1950. 
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nd capital transactions with the dollar area, while the 
est of the sterling area had an even larger surplus on 
ollar transactions than in the first and second halves 
f 1950. The increase in the current United Kingdom 
Jollar deficit in the first half of 1951 was due to a much 
larger expansion in imports than in exports, owing to 
-ommercial restocking and strategic stockpiling.°° The 
change in the United Kingdom capital account in the 
irst half of 1951 was due mainly to the cessation of 


he abnormal dollar capital inflow of the second half of 
1950. 


Both the dependent territories and the independent 
members of the sterling area increased their dollar 
surpluses considerably in the first half of 1951, off- 
setting the major part of the deterioration in the United 
<ingdom dollar position. 


Finally, there was a continued improvement in dollar 
ransactions with non-dollar countries, and, in particu- 
ar, the large credit position of the sterling area in the 
Suropean Payments Union gave rise to partial settle- 
nents in dollars. 


In the second half of 1951, the sterling area had a 
vet gold and dollar deficit of $1,578 million—a de- 
erioration of nearly $2,000 million compared with the 
osition in the first half of the year. The United King- 


56 Of the total increase of $845 million in the imports (f.0.b.) 
f tHe United Kingdom from the dollar area between 1950 and 
951, $515 million was accounted for by higher raw material 
mports, mainly of coal, petroleum and timber. Increased im- 
yorts of foodstuffs, mainly grain and sugar, accounted for an- 
ther $211 million; and tobacco for $70 million. Imports of 
nachinery and vehicles increased by only $40 million. 


dom trade deficit with the dollar area rose by $330 
million owing to, continued increases in imports for 
commercial restocking and strategic stockpiling, and 
the replacement of oil imports from Iran. At the same 
time, the dollar surplus of the oversea sterling area was 
replaced by a deficit, representing a deterioration of 
$637 million. This resulted from a more than seasonal 
decline in the volume and prices of raw material ex- 
ports to the United States, and to increased dollar 
imports, primarily by the independent members of the 
oversea sterling area. It is noteworthy that in 195] as 
a whole United Kingdom imports from the dollar area 
were, in current value, over 25 per cent higher than in 
1948 and the imports of the independent members of 
the sterling area, other than the Union of South Africa, 
more than 35 per cent higher. The dollar imports of 
the dependent oversea territories, on the other hand, 
were in current value 35 per cent lower in 195] than 
in 1948, and these countries are the only ones in the 
sterling area which have consistently contributed to the 
dollar poo] during recent years. 


The growing deficit of the entire sterling area with 
other OEEC countries in the second half of 1951, re- 
sulting from the liberalization of trade and payments 
with these countries, gave rise to gold losses of $200 
million’ in the second half of 1951, compared with net 
receipts of $106 million in the first half of the year. 


57 Of this loss $40 million was reimbursed to the United King- 
dom by the United States, in accordance with an agreement 
relating to the use of sterling balances by net debtors to the 
European Payments Union. 


Table 51. Financing of Sterling Area Gold and Dollar Balance, 1949 to 1951 
(Millions of United/States dollars) 
Addition Sota 
Net gold 0 go ‘ollar 
Pale esas Canadian Fund ERP epee: Poe 

deficit(—) credit® drawings» aide (decrease(—) ) period 

te 32 324 56 1,912 
RIESE QUATICN  Scidiecs. sais ose viene — 330 30 ; 

eee CULE POR gene Sage oho as —632 30 = 339 — 262 1,651 

rine ear ter ecg 3. tosey. bape <oe ocsyo = 09 29 = 284 —225 1,425 

BPourtht quarter... 2 0e ces oe chan —3l 27 20 247 263 1,688 

1950: 

LES Vig) ANGE Gitig oe ele 40 21 = 230 297 1,984 

SecomG Quarter. aitea chess 6 os wee 180 18 — 240 438 2,422 

Pare qMARGer Mel ood x. ios wee See 187 == re 147 334 2,756 

Mourth quarters deo. n oe. cee ae 398 = — 145 544 3,300 

1951: 

Bias QUALLCE fey Sate are vices Ae 360 — == 98 458 3,758 

Beeond quarters 22 (y)s. ui wisk Vg. 54 = = 56 109 eal 

Whurd Quarter 2. ccm ads < pon sot — 638 = = =a E uae 
eur, quarter. eats): sets. « * — 940 — — — , 


ee 


Source: United Kingdom, Balance of Payments, 
1948 to 1951, Cmd 8505. 


a To United Kingdom. 


b From International Monetary Fund, by rest of 
sterling area. 

¢ European Recovery Program aid to United 
Kingdom and Ireland. 
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The factors thus far considered—the growing United 
Kingdom dollar trade deficit, the elimination of the 
dollar surplus of the oversea sterling area, and the gold 
and dollar losses to other OKEC countries—account for 
less than $1,300 million, or about two-thirds of the 
total deterioration in the sterling area’s gold and dollar 
position in the second half of 1951. A further $176 
million became due at the end of 1951 for payment of 
interest and principal on the 1946 Canadian and United 
States loans to the United Kingdom. There was also a 
deterioration in the United Kingdom’s invisible account 
in respect of oil transactions, and in dollar transactions 
with non-dollar countries other than those in the Euro- 
pean Payments Union. Finally, there were significant 
movements of speculative capital. Holdings of sterling 
in Canada and the United States had been unusually 
high since the speculation on the appreciation of the 
pound towards the end of 1950; part of these holdings 
were converted into dollars in the second half of 1951. 


58 Tt was also decided that the sterling area crisis could not 
be overcome “by negative and restrictive methods alone”. The 
situation required that the sterling area should be in balance 
with the rest of the world and with the dollar area by the second 
half of 1952, and that for some years to come the area should 
be in surplus with the rest of the world, and with the dollar 


Table 52. 


There was probably also some speculative outflow 
capital from the United Kingdom. 

In view of the drastic decline in the gold and doll 
reserve of the sterling area pool in the second half 
1951, it was decided by a meeting of Commonwealt 
ministers in January 1952 that concerted efforts woul 
be made to reduce the level of expenditures on doll 
imports in 1952.°° The fact that considerable increas 
had occurred in stocks of dollar goods in sterling are: 
countries in 1951 is likely to facilitate such reductio: 
for a time. 

The course of events with respect to sterling are 
transactions with other countries participating in thi 
European Payments Union was similar in several re¢ 
spects to developments vis-d-vis the dollar area, ana 
has already been reviewed above. 


TRANSACTIONS WITH THE REST OF THE STERLING AREA 


The major problem confronting the United Kingdont 
at mid-1951 in respect of its economic relations witl 


area. This would necessitate all possible measures to combat int 
flation; and to increase the productive power of the area—where 
necessary by adequate investment, including investment from 
outside the sterling area. In addition it would be “a definite: 
objective to make sterling convertible and keep it so”. 


Liabilities of United Kingdom to Rest of Sterling Area, 1948 to 1951 


(Millions of pounds sterling) 


Rest of sterling area transactions a 
1948 1949 1950 First half Second half 
Current deficit with the United Kingdom........ —232 —266 —234 =00 97 
Balance: with dollarareartos aca nae een os ee —T77 —89 155 155 —69 
Balance with OEEC countries................. 155 114 —93 
Balance with rest of world. ......<..+.<+++<+s.. 76 —14 37 42 —69 
Sales of gold to the United Kingdom, etc.*....... 152 101 IT 47 39 
Capital inflow from the United Kingdom......... 149 256 149 78 oe 
Total of above (equals net increase or decrease (—) 
in rest of sterling area’s sterling balances)... .. 68 2 379 368 =e 
Of which: 
Dependent oversea territories............ 46 27 171 154 56 
Other sterling area countries............ 22 = 30 208 214 —367 
Increase or decrease (—) in gold and dollar 
held by United iGusicurs ao 
Millions*of dollars icsncme «eee ee te —223 —168 1,612 967 —1,532 
Millions of pounds sterling................ —59 146» 575 203 547 
United Kingdom credit or debit (—) balance in 
REPU units of account®s\.4..,.6,. 0 enon 80 114 —166 
Total sterling balances of rest of sterling area, in 
current prices tle, seen ee eae Oe, ee 2,365 DOSS 2102 3,100 2,789 
Total sterling balances of rest of sterling area, in 
1700: pitcea’ 2 5: Shs one eee ane 2,016 2,477 200 2,083 2,196 


c . * e 
Source: United Kingdom, Balance of Payments, 


1948 to 1951, Cmd 8505. 


“Including receipts by Ireland under the Euro- 
pean Recovery Program, transactions with the In- 
ternational Monetary Fund and International Bank 
ee pees uetion and Development, and the gold 
oan ot the Union of South Africa to the Uni 
Kingdom of £80 million in 1948. mong 


» The increase in the sterling value of the gold 
and dollar reserve in 1949 was due to the devalua- 
tion of the pound, which more than offset the fall 
in the dollar value of the reserves. 


¢ End of period. European Payments Union units 
of account are equivalent to United States dollars. 
Value of sterling balances in 1950 prices obtained 


on basis of changes in United Kingdom export 
prices. 
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1e rest of the sterling area derived partly from the 
ituation described above in which oversea sterling 
ountries maintained surpluses with the dollar area 
nd with continental western Europe, while the United 
‘ingdom position with these areas was deteriorating, 
nd partly from the fact that the United Kingdom’s 
wn surplus with the rest of the sterling area tended 
o fall. The effect of these developments may be fol- 
owed by examining the changes in holdings of sterling 
alances by the rest of the sterling area, as set forth in 


able 52. 


In 1950 the oversea sterling area continued, as in 
arlier years, to run large deficits on current transac- 
ions with the United Kingdom, but offset these deficits 
vy still larger surpluses with other countries, dollar and 
1on-dollar, by virtue of the rising volume and prices 
»f raw material sales to them. As a result, the sterling 
yalances were enlarged by the sterling proceeds of these 
surpluses, as well as by the sterling proceeds of gold 
sales to the United Kingdom and of the continued out- 
low of capital from the United Kingdom to the sterling 
area. Since releases from blocked sterling balances to 
Ceylon, India and Pakistan were greatly reduced after 
mid-1949, the net result of the above factors was to 
increase the oversea sterling area’s holdings of sterling 
balances by £379 million during 1950. Against these 
incyeases in sterling liabilities, however, the United 
Kingdom had accumulated still larger assets in the 
form of gold and dollar reserves and of credits with 
the European Payments Union. 


During the first half of 1951, the current value of 
sterling balances held by the rest of the sterling area 
increased by a further £368 million, or by nearly as 
much as during the entire year 1950. However, the rise 
in United Kingdom export prices fully offset this in- 
crease, so that the real value of the balances remained 
virtually unchanged. Nevertheless, there was a funda- 
mental change in the situation in the sense that the 
oversea sterling area continued to supply dollars to the 
central reserve, while the United Kingdom, which began 
to run large deficits with the dollar area in 1951, drew 
upon the reserve. In addition, the United Kingdom 
current dollar deficit was larger than its current surplus 
with the rest of the sterling area. Under the sterling 
area mechanism, the oversea sterling countries were 
now in effect advancing dollar credits to the United 
Kingdom without receiving a surplus of imports from 
the United Kingdom to an equivalent extent. Thus the 
external balance of the United Kingdom began to 
depend, to an important degree, on the extent to which 
oversea sterling countries would continue to allow their 
holdings of United Kingdom liabilities to accumulate 
notwithstanding the steady depreciation of these liabili- 
ties in real terms, and in spite of the fact that the 


59 Exports f.o.b. less imports C.l.f. 

60 At the prices obtaining in the first half of 1950, the United 
Kingdom had a trade surplus of about $200 million during the 
first half of 1951 vis-d-vis the rest of the sterling area. 


counterbalancing dollar assets were being drawn upon 
rather heavily by the United Kingdom itself. 


While the fall in the United Kingdom current surplus 
with the rest of the sterling area in the first half of 1951 
was undoubtedly a matter of concern in relation to the 
smoothness of operations of the sterling area mecha- 
nism, it should be noted that this fall appears to have 
been entirely the result of price factors. Between the 
first halves of 1950 and 1951, the volume of United 
Kingdom exports to the rest of the sterling area rose 
by 7 per cent, while the volume of its imports from 
that area fell by the same percentage amount. However, 
because of the adverse movement in its terms of trade, 
the United Kingdom’s trade balance®® with the rest of 
the sterling area deteriorated from a surplus of $3.5 
million to a deficit of $347 million® between these 
periods. 


In the second half of 1951, the situation changed 
considerably, and the independent members of the over- 
sea sterling area began to draw heavily upon their 
sterling balances.*! These countries increased their im- 
ports not only from the United Kingdom but also from 
the dollar area and continental western Europe, while 
their exports were falling. Thus the deterioration in cur- 
rent balances was no longer confined to the United 
Kingdom. The more generalized crisis of the sterling 
area at the end of 195] therefore did not arise, as pre- 
viously, from the failure of the United Kingdom to 
“earn” dollar transfers from the rest of the sterling 
area through an equivalent export surplus with that 
area, but was manifested in the growing over-all and 
dollar deficits of the independent members of the ster- 
ling area as well as of the United Kingdom. Only the 
dependent territories continued to accumulate sterling 
balances, since their dollar surpluses were not matched 
by a corresponding surplus of imports from other 
countries. 


In these circumstances, a rise in the export surplus 
on current account of the United Kingdom with the 
rest of the sterling area, such as in fact occurred in the 
second half of 1951, could result in a general improve- 
ment of the sterling area’s position only in so far as it 
was accompanied by a renewed increase in the net 
contributions to the sterling area dollar pool of oversea 
sterling area countries and a reduction in the United 
Kingdom’s own dollar deficit. This depended on econo- 
mies in dollar expenditures by the United Kingdom and 
the independent members of the sterling area, as well 
as on increases in dollar earnings — which had been 
depressed in the latter half of 1951 as a result of the 
decline in United States demand for the raw materials 
exported by the oversea sterling area. The question 
arose, however, as to how far the independent members 
of the sterling area were likely, in the future, to supply 


61 By the end of 1951 United Kingdom liabilities to the rest 
of the sterling area were at by far their lowest point, in real 
terms, since the end of the war. 
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dollars to the central pool against a surplus of imports 
from the United Kingdom. These countries have, in 
recent years, been net contributors to the pool only 
under exceptional conditions in which their exports to 
the dollar area have increased so rapidly as to outrun 
the expansion of their dollar imports. 


A further problem was likely to arise from the closer 
association with the sterling area of western Germany 
and Japan—two of the United Kingdom’s most im- 
portant competitors—as from the beginning of Septem- 
ber 1951.°2 The general effect of the payments agree- 
ments concluded with western Germany and Japan at 


that time was to enlarge the scope of current payments 


in sterling by and to these countries. It appeared pos- 
sible that both of these countries, which had already 
made significant incursions into sterling area markets, 


would be able to satisfy a still larger proportion of the 
import requirements of the oversea sterling area, par- 


ticularly if they were able to offer quicker delivery or | 


lower prices than the United Kingdom, where the sup- 
ply position was much tighter. To that extent, the 


maintenance of the United Kingdom export surplus 


with the oversea sterling area would meet with ob- 
stacles, and the “earning” of dollars from that area by 
the United Kingdom would become more difficult.® 


General Character of Balance of Payments Problems in 1950 and 1951 


The experience of 1950 and 1951 throws little light 
on the magnitude of balance of payments problems to 
be expected should arms expenditures be expanded to 
an extent and in a manner which would result in con- 
siderably increased pressure of demand and significant 
limitations on export volume in all or most of the in- 
dustrialized countries. Thus far the problems of the 
period have arisen primarily from changes in inventory 
positions; from differences in the ability of the various 
countries to meet the demands placed upon their re- 
sources by the need to expand the quantum of their 
exports so as to offset deteriorations in their terms of 
trade; and from the persistence of the imbalance in 
transactions between the United States and the rest of 
the world. 


Changes in inventory policy in the United States and 
the United Kingdom account for much of the opposite 
and mutually reinforcing fluctuations in the balances 
of payments of these countries in this period. In 1950 
large inventory accumulations in the United States con- 
tributed to the fall in its current surplus, while an 
opposite trend in inventories in the United Kingdom* 
contributed to a rise in its current surplus. Similarly, a 
decline in demand for stocks in the United States in 
1951, and hence a renewed rise in the current surplus, 
was accompanied by essential restocking at higher 


62 Western Germany entered the sterling area’s transferable 
account system, members of which are free to employ sterling 
in the settlement of current transactions with one another and 
with members of the sterling area. J apan, which had previously 
been entitled to convert sterling holdings in excess of £17 
million into dollars, lost that right, under the new agreement 
but in addition to being free to use sterling holdings for expendi. 
tures anywhere in the sterling area, was given facilities for 

administrative’ transferability to non-sterling countries. For 
the first tume in an agreement of this type, an advance guarantee 
was given that all applications for permission to pay in sterling 
for goods or services imported by Japan from transferable ac- 
count and certain other countries—though not necessarily appli- 
cations to receive payment in sterling for exports to them—would 
be automatically granted. Moreover, Japan did not undertake to 
accept sterling from non-sterling countries, and equally there 


was no obligation on these countries to a i 
ccept sterlin 
han p g from 


prices and a deterioration in the balance of payments 
in the United Kingdom. This latter deterioration gave 
rise to renewed import restrictions by the United King- 
dom, which, in 1952, are likely to have the effect once 
more of a reduction in stocks of imported goods such as 
occurred in 1950. Changes in other industrialized coun- 
tries generally present features similar to one or other 
of the above cases. 


Apart from the effects of inventory changes, addi- 
tional disequilibria occurred in 1951, characterized by 
increasing surpluses or reduced deficits in countries 
where the existence of excess capacity, disinflationary 
governmental policies, or a relatively slow rise in arms 
expenditures made it possible to achieve sufficiently 
large increases in exports, especially of heavy goods, 
to more than offset increases in the quanta and prices 
of imports; and by growing deficits in countries where 
the capacity for increasing exports of the capital goods 
which were most in demand abroad was, to a greater 
extent, limited by domestic requirements whether for 
rearmament or for other purposes. Adverse develop- 
ments in the latter countries were intensified by a slack- 
ening in foreign demand for consumer goods in the 
second half of 1951. At the same time part of the im- 
provement in the balance of payments positions of the 
former group of countries resulted from the extensive 
liberalization of imports by countries in the latter 
group, particularly France and the United Kingdom. 
This situation was likely to change as a result of the 
import restrictions which the latter countries were com- 
pelled to reintroduce late in 1951 and early in 1952. 


63 If western Germany succeeded in establishing a steady ex- 
port surplus with the sterling area as a whole, it would, through 
the machinery of the European Payments Union, and if trans- 
actions with other members of the union were in balance, earn 
partial settlements in dollars. Japan, on the other hand, could 
no longer earn dollars from transactions with the sterling area 
after the agreement of September 1951, and took measures to 
limit exports to the sterling area early in 1952, owing to a con- 
siderable accumulation of sterling balances resulting from per- 
sistent surpluses with that area. 


64 The entire sterling area, in fact, sharpl i i 
: ply restricted imports 
of dollar goods in 1950. ‘ : 


) 


| 
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An additional major element of disequilibrium in 
nternational payments resulted both from a marked 
hort-run instability in dollar balances of payments 
ind from a continuing tendency for a large part of the 
world to run persistent deficits with the dollar area. 
‘Juctuations in United States demand for the reasons 
nentioned above constituted one aspect of this problem. 
Equally important was the fact that at current levels and 
rates of increase in income in the rest of the world, the 
Jemand for imports from the United States constantly 
‘ended to exceed current dollar earnings. 


Difficulties resulting from the above primary factors 
have been accompanied by significant swings in the flow 
of speculative capital, notwithstanding the existence of 


exchange control in many of the countries concerned. 
While certain of the speculative capital outflows char- 
acteristic of the period have tended to be self-correct- 
ing in the longer run—particularly in so far as they 
have taken the form of an acceleration of payment for 
imports and a delayed repatriation of the proceeds of 
exports—they have, in the short run, magnified the 
amplitude of fluctuations which, on account of normal 
transactions alone, would have been somewhat smaller. 
They have thereby contributed to short-term balance 
of payments problems and have compelled countries 
possessing insufficient monetary reserves to meet such 
contingencies, to resort to a somewhat greater degree 
of import restriction or other action than would other- 
wise have been necessary. 


Chapter 6 


INTERNATIONAL TRADE AND PAYMENTS OF EXPORTERS 
OF PRIMARY COMMODITIES 


The increase in demand for primary commodities and 
the consequent rise in their prices during 1950 and 1951 
produced striking changes in the international trade and 
payments position of the countries which are chiefly 
exporters of these products. The primary producing 
countries comprise the large under-developed areas of 
the world but in addition include a number of indus- 
trially more advanced countries, whose foreign trade 
is also based mainly on the exchange of primary prod- 
ucts for manufactures.* 


Primary producers depend to a much larger extent 
than industrial countries on merchandise exports for 
their foreign exchange earnings. These earnings, which 
provide the means for financing most of their imports 
of manufactures, are derived largely from exports to 
industrialized countries, and are therefore especially 
sensitive to changes in demand from these countries. 
Owing to the exceptionally sudden and large changes 
in this demand during 1950 and 1951, earnings fluctu- 
ated to an even greater degree than usual. 


As a group, primary producing countries increased 
their foreign exchange earnings substantially during 
1950 and the early part of 1951. Furthermore, owing to 
the improvement in their terms of trade during that 
period, they were able, despite higher outlays for in- 
visible items, to import a substantially larger quantity 


of goods than before while adding to their foreign ex- 
change holdings. However, by the second quarter of 
1951 their earnings had ceased to rise and, in the last 
half of the year, fell sharply. Since their expenditures ; 
for imports continued to mount, their foreign exchange: 
reserves were reduced by the latter part of 1951 to levels: 
considerably below the peaks reached earlier in the: 
year. A relatively small proportion of the rise in their’ 
foreign exchange resources after mid-1950 was attribu- 

table to the increased flow of public and private for- 

eign capital to primary producing areas—with the: 
notable exception of Canada. 


The changes in the aggregate trade and payments of 
primary producing countries during this period tended, 
however, to be heavily weighted by exceptionally fa- 
vourable movements in a relatively few countries. The 
majority registered more moderate gains than the ag- 
gregates would imply and there was in fact very little, 
if any, improvement in the situation of a considerable 
number of countries in the group. Since there was a 
general and fairly uniform rise in prices of imports of 
manufactures, the degree to which a given primary 
producing country improved its position depended very 
largely on whether it was an important exporter of the 
relatively few commodities which were especially af- 
fected by the boom in primary commodity markets. 


The Uneven Rise in Export Earnings 


Despite the fact that many countries producing pri- 
mary commodities devalued their currencies late in 
1949, the dollar unit value of exports of primary pro- 
ducing areas as a whole declined by less than 5 per 
cent between 1949 and the first half of 1950, princi- 
pally because of the buoyancy imparted to commodity 
markets by the recovery of United States import de- 
mand during the latter period. As a result, their export 
earnings (in terms of dollars) in the first half of 1950 
were only slightly below what they had been in 1949.2 


Earnings of primary producers rose during the twelve 
months ending 30 June 1951, as a result of the com- 


1 This chapter does not cover developments in the international 
trade and payments of the countries of western Europe which 
are members of the Organisation for European Economic Co- 
operation, the United States and Japan, which are discussed in 
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modity boom, by 40 per cent compared with the annual 
rate of earnings of the first six months of 1950. In the 
second half of 1950 the gain in earnings stemmed in 
considerable measure from a rise in the quantum of 
exports as well as from higher prices. The further en- 
largement of export earnings in the first half of 1951, 
on the other hand, was almost entirely accounted for 


by higher prices, which reached their peak in the early 
months of the year. 


After mid-1951, primary producers’ earnings fell 
sharply as may be seen from table 53, owing both to 
the reduced volume of exports and to the drop in prices. 
The downward movement of prices, particularly of the 
the preceding chapter; or of the centrally planned economies 
which are covered in the next chapter. ; 

* The quantum of their exports showed almost no change. 
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Table 53. Indices of Total Value, Quantum and Unit Value of Exports of Countries 
Producing Primary Commodities, 1948 to 1951 


(In terms of United States dollars, f.0.b.) 


a 


; Total value 

Period (millions) 

1948 Semi-annual average........... 11,850 
1949 Semi-annual average........... 11,200 
LOGO Wirst Wall eae Ms cee «sce 2 vs 11,050 
NOHO Sersovavel livalits . cee abu hbowdo oes. 13,900 
POolenirstimouesee cre aise ce wees 16,850 
LOS Le Lhhind: Quarier® ig 36s x cies = +. 3s 14,750 


First half of 1950 =100 
Total Unit 


value Quantum value 
107 97 110 
102 99 103 
100 100 100 
126 110 115 
153 109 139 
BE} 100 133 


EE EEEEEEEESSE Sa 


Source: United Nations Department of Economic 
Affairs; based on national statistics. 


‘war-scare” commodities—rubber, tin and wool—ac- 
ounted for most of the drop in earnings, though the 
juantum of exports also appears to have declined. 


The uneven geographic distribution of the rise in 
xport earnings during the boom period has been its 
nost striking characteristic. As table 54 shows, twelve 
ountries alone were responsible for three-fifths of the 
geregate gain in earnings of primary producers be- 
ween the first half of 1950 and of 1951. These twelve 
sountries accounted for only a third of the total value 
of exports of primary producers during the first half 
of 1950. Their export earnings virtually doubled be- 
‘ween these two periods. The exceptional gains which 
they realized were attributable in most cases to the fact 
that they were important exporters of commodities 
which experienced the largest rise in prices during the 
commodity boom. 


A second and somewhat larger group of countries 
registered gains of from one-third to two-thirds between 
the first half of 1950 and of 1951. If their earnings are 
added to those of the preceding group, three-fourths of 
the total gain in primary producers’ earnings between 
these two periods is accounted for. By contrast, these 
countries accounted for less than half of the value of 
all exports of primary producing areas in the first half 
of 1950. The remaining—and considerably more numer- 
ous—countries of the primary producer group experi- 
enced an average rise in export earnings of approx- 
imately 25 per cent between the two periods.® 


The disparities described above have tended to dimin- 
ish rapidly since the middle of 1951, owing to the fall 


3 Special circumstances affected the trade of Yugoslavia and 
Hong Kong. Yugoslavia’s export earnings were adversely af- 
fected by the breakdown in its trade with eastern Europe and 
the reduction of exportable surpluses of agricultural products 
owing to drought. The export earnings of Hong Kong, which 
carries on a large transit trade, rose sharply during 1949 and 
1950 and reached a peak in the first quarter of 1951 but then 
fell rapidly because of embargoes placed upon exports to the area 
controlled by the Central People’s Government of the People’s 
Republic of China. ‘ 

4The rise in prices largely accounted for the increase in 
earnings of most commodities. Though a number of the com- 


a Semi-annual rate. 


in the earnings of countries which had experienced the 
larger increases in earnings, and the continued rise in 
the earnings of others. The decline was particularly 
severe in the case of the first group of countries in table 
54, which includes the principal beneficiaries of the 
commodity boom. Notwithstanding, the combined earn- 
ings of these countries and of the second group, which 
includes other important gainers, during the third 
quarter of 1951 were still more than 40 per cent above 
the quarterly average of the first half of 1950. The re- 
maining primary producing countries, as a group, ap- 
peared to have experienced a further substantial rise in 
earnings in the third quarter of 1951, when they were 
about a fourth above the quarterly average of earnings 
in the first six months of 1950. 


That these heterogeneous developments were due 
principally to the widely varying degrees to which 
prices of individual commodities rose during the boom, 
is apparent from a comparison of changes during 1950 
and 1951 in the average unit value, the quantum and 
the total value of exports‘ of some twenty-eight com- 
modities in table 55. The largest increases and subse- 
quent declines in export earnings were registered by the 
major exporters of rubber, tin and wool. Earnings from 
exports of cotton, jute and other hard fibres were sub- 
ject to similar fluctuations, though of lesser amplitude. 
The value of exports of petroleum producing countries 
generally showed a steady upward movement during 
the entire period under review, as the post-war expan- 
sion in such trade continued. Though food exporters as 
a group were not as favourably affected, exporters of 
coffee, cocoa, vegetable fats and sugar registered large 
gains in earnings, which were generally sustained. 


modities shown in table 55 were exported in larger volume in 
the second half of 1950 as compared with the first six months 
of the year, this was not true of several of the more important 
ones, such as wool and cotton. Furthermore, a number of com- 
modities were exported in lesser volume in the first half of 1951 
than in the same period of 1950 and exports of most were little, 
if any, higher. Even though substantially larger amounts of 
rubber, tin, wood-pulp and chromium were exported in the first 
half of 1951 than a year earlier, quantum increases contributed 
to a lesser degree than price to the higher earnings of these 


exports. 


Part II. International trade and | 


~— = ———_—— Bpue[s| ALEUL) GUIPLI[ SU] y 

‘A[UO BoLIyy IsoA\ YOUSTY pue erstuny, “Odd010], OUI ‘eLIOSTY 3 

‘ATWO BISapoyy WIayINoS pue eisopoyy ULOYIION ‘VIIaST\] “ISBOr) POF) ; 
‘IS6T J PUB OS6T FO FEY Asay 

WoOMIEd SPITYI-OM] UBYI Ssof INq pAlYyI-9u0 UY] e10UI Aq poseatoUr s#uIUIea 110dxq » 


"$0181 [enuue je UOrT[IUI QSTs papssoxe Qc] FO F[eY IsIy ut s0dxy . 


‘97 e1 [enuue-Tulag q 


‘TS6L FO PUR OSOL FO Fey IsIyY UsaMjoq ules oSeJUe0I0d Jo Iopio SuIpusosap UT » 
‘solstieis [BUOTJBU UO paseq ‘sIleyy IWoUOCI Jo JuoWMIIedag SUOTIeNy poIUp :a21N0G 


a I ETRE SOIL NSE NR 9” ARIES CCE 1 MIDS Va 


8°65 3°16 16 006‘T 198'T OPr‘T 80S‘T PeO'T Dano Gun cence o ate a "++" sarm7UN0d gut 
-onpoad Arewnid rayjo [Ty ‘yp dnor9 
0°16 6&8 9S 009°ZT IvS‘*PT vc6 TI 196 6566 *©°*' | dnory ur soryunod [ye ‘[e10], 
GG OSL‘D 1r9P I0L‘P 16L°€ L8Lp selijunoo aaoge ‘e107, 
0'16 ze9 i ia 99z 992 69Z LOZ teense ao earede 
sjonpoid umejoneg 9°06 cls GL i S66 VLG 696 OL eet eee eo [MY spur ouLen] 
[fo poasuly “yeour ‘Toom ‘septy T06 aye, OI SSIS ¢L9 €8V 18S CLeL ea ae) ee ee "* -eurUosTy 
ON V88 6'€L (6 SEE 89€ 606 GOE BPG pueleeZ MON] 
a aetodd €218 Lv LG GoL SOL vL9 HESS A em i oe a 4 | Ree) 
sayeydsoyd ‘surers) Lv8 [99 LG a €0S USD 966 UES Cae oe I cm svolty Youoly 
sjonpoid soquiny 668 Goo LG GL6T SP9'T vLS'T 962¢'T ceo ea ee ae aE LEUEs) 
Joom ‘raddop 692 10S 6G ILI Pol LOT LzI COL a ae eee ie) 
/Sa1qUno? 1aYICQ) 
US ose’s 669°S OLL‘S 6SL‘T PEL‘, seltjunos aaoge ‘[e10 1, 
aony eo) 9°6F ce PIL 00T 9) e) Re @ ta Peay Ms ere -- puLng 
Sees peas [otod 8°SL 6°87 GV GGG 816 LEG TSI Srl a ogee or Bee Oe) 
o00Bq0} “IesnG LPL GLY PP OLP GIP Z8E 897 PSE ae at ea ee ee Re Se Suey a iy pe MM “Clr Route yaar eqn’) 
WEAN] FOME Sa] GCL 6'PY LY 8SG S0G BL1 6€1 TOT ss eiqery Ipneg 
woHnoD) VL 9°€P 0s OPT SSE 092 LEZ C6Ge SES | Sate ganas iddoy 
sjonpoad yerouryy] V'69 VIv OS 00 GLI) SIL ZII GCL (adie hat) eee osu0) uejog 
uy ‘leqqni ‘oony v89 Vv OV US BIL SIG LVL OFT LOL Mien Bee ed ana [Pee ae 
iBoHaks) (OSI TL9 G6€ US iy 9€G O8T Sil GOlg ae ae Teany pue ureryeg ‘besy 
HOGI LN | 9°S9 OLE cS SLI 906 col Stell Chien ean oe ee ge EOTLO") 
“ostur ‘Tests ‘zeddor) vVv9 9°9€ S9 80P VES 09€ ECE OVERT Renn se ome COLLEY SLT ey 
o'Saspadoul quDjiodun yjim sarugunoy 
S6 PISS TPo‘L €S9°G LLBe 886°E SelljuNod aAoge ‘Te10], 
SoINjowMUBMA W009 pu einf 8°09 9'EE 99 GLL 08 L69 LOS oc ae ee ee Kk pe ES aye 
TOON 0'SS 0°66 99 6S9 See'T €L8 €08 OCS Ta et Oke | mae Oe Pl ae Ey Eatouy 
qesns ‘eoeqe ‘esdor) 6ST SIG 69 981 OVG 681 (azal SS Mma 08 tale en ce oa sourddyryg 
Soi OR) GUY S06 OL SC6 LG8 LS8 L8v SSS ee ae ee a ee a fice ay 
[OO AN €'8E VOL SL 001 6LI rIL ZOL OOM ee ater es: kengn1y 
sjonpoad roquin] ORE Sil 06 8SS LOE 9GG 691 OS CREM RON Eas we cae & iQue fea 
[OOM Sis IL 66 O&V 91S BEV 696 TéG Borayy YNog fo uorus) 
9effoo “peg] “wo0+) €0€ GIL 140) 86€ 8S¢ 18¢ S8I 6 Comme tak Mig Foy al ee OOIXOTN 
wpm) RAY aI ELE 96 96 V0G ISV OLY O&% USC Rea ee eo & ern hy eae RT| 
401109 pue ont GES Sle II €vl 66€ 866 €LT Sc layne er ae cee ea HOLS EG | 
vidoo ‘raqqna ‘uty, 9'6L 6S 6L1 8LV 879 LSD 6SG STAN a SSO ec aie Cee Pha EES) O04 | 
un “leqqny xall OE 16 828 IPT‘T €68 GOE SOLE ar GEO MO Gael sh arg) hey vedere 
pSaspa1oUl Jsas1D] YZIMN sarsquno’) 
o:siaqjiodxe Arewnid Joleyy ‘T dno 
age sou Horsey — peep fopunoger fo “pawn fend posts ing 
_ uind 40f ajqisuodsas psf uaanjaq Ul S]4odxa f[PY Piyf Usenjaq - x 
Ayodiauisd saipzipounuoy u1Db 1D}0,7, 1270.1, aspasour abpjuaa1ad TS6r OS6r 864 2 Auqunoy 


{0 abpzuaosad aanjnjynuny 


92 


shurusva jLodxgy 


hv SSeS 


(‘q-o°J ‘seorsd quoiimo ut ‘sre[[op seleig paruy Fo sur) 


IS6T PUP OS6L “SPOT “SeTAYUNOT SufoNporg AreuNtIg jo ssuraiey yodxq “FG e1qe 1, 


hapter 6. International trade and payments of primary producing areas 93 


Table 55. Indices of Value, Price and Quantum of World Exports of Certain Primary 
Products, 1950 and 1951 


(First half of 1950=100; value indices based on dollar prices) 


1950 Second half 


1951 First half 


Commodity *® Total Unit Total Unit 
value value Quantum value value Quantum 
INatucalerubhenseetiee ses nes. 273 207 132 375 302 124. 
Tine concentrates 4.....0.5.- 89 95 Paw 215 110 
Wood-pulp Ligh Picken 129 122 106 220 198 111 
(Ghromilnmnoreseeae eect 184 145 IDy 212 168 126 
Zine ore and concentrates...... 208 154 35 202 167 WAL 
Soda ash and carbonate......... 192 lll 173 197 28 160 
OO ener ee coon wines we 113 169 67 185 246 715 
Caustic SOAR Ee Rear 121 104 116 183 172 106 
Than lle-o o oc oguiee doo aescu eee 144, Wal 119 181 211 86 
(Cir eb eelae eee od Some eee 110 161 158 Wy 135 
Copper and alloys........-+.+-- 133 123 108 156 153 102 
STE Preity eae Oe en 124 Way Wil 150 127 118 
WWihiont eect elses slew = 91 101 90 148 105 140 
Ricca Teme eer ks obs oes 131 104 126 143 104 137 
Lead, unwrought.........---+- 129 115 112 141 142 99 
Rives | fer ee cee 62 100 62 139 114 122 
Iron ore and concentrates....... 154 107 144 128 104 123 
Nickel ore and concentrates. .... 106 120 88 125 WS 100 
Zinc and alloys.........--++++- (Sy 142 106 1128} 144 86 
Lead ore and concentrates....... 22 104 Wa IY 103} 95 
Petroleumimee ete cries oe store 2, ns uy 98 120 
INERITE sera cee ole cr maar 106 102 104. 116 113 103 
a Nickel, unwrought .......----- 101 120 84 114 128 89 
Coton ee ee he wees 85 ak) 15 108 139 78 
Manganese ore andconcentrates.. 94 95 93 lll 83 
Aluminium and alloys......---- 89 105 85 92 115 80 
Sulphitcer sees tre see es cies 112 100 ine) 91 108 84. 
Iron and steel scrap.....------: 94 107 88 o4 145 37 


Source: United Nations Department of Economic 
Affairs. 

a Arranged in descending order of increase in 
total value in first half of 1951. Quantum indices 
are based on physical quantities either of world 
exports estimated by various international com- 
modity study groups and the Food and Agriculture 
Organization of the United Nations, or of exports 


The chief beneficiaries of the rise in rubber and tin 
prices were Malaya and Indonesia.® These two countries 
alone accounted for nearly 20 per cent of the total gain 
in the export earnings® of primary producers between 
the first six months of 1950 and the corresponding 
period of 1951. Both countries expanded the volume of 
their rubber exports in the latter half of 1950. Indo- 
nesian exports of rubber continued to rise in the first 
half of 1951,” but Malayan exports fell off consider- 
ably and were at a rate very little above that of the 
same period of the year before. As a result, Indonesia 
replaced Malaya as the largest exporter of this com- 
modity. Earnings of both countries from rubber exports 


dropped in the first half of 1951 because of the sharp 


ae 

5 The rise in rubber prices was principally responsible for the 
increase in Ceylon’s earnings. Higher prices of both rubber and 
tin contributed to the rise in the’value of Thailand’s exports, 
though this country benefited to a far greater extent from the 
recovery of trade in rice. 


of countries accounting for 80 per cent or more of 
world exports. Unit values for raw materials are 
weighted averages calculated from trade returns of 
principal exporters of each commodity. In the case 
of foodstuffs, unit values are estimated by lagging 
price quotations in leading markets. Indices of 
total value are the product of quantum and unit 
value indices. 


fall in prices which followed the decision by the United 
States late in 1950 to reduce its consumption of natural 
rubber. Malayan rubber exports were also affected 
adversely by the imposition in May 1951 of an embargo 
on rubber shipments to the Chinese mainland from 
British territories and by further restrictions on exports 
of rubber to eastern European countries. 


Similarly, earnings of these two countries from their 
exports of tin, which rose considerably in the latter part 
of 1950 and the early months of 1951, dropped sharply 
after the United States suspended its purchases for 
strategic stockpiles early in 1951 and established a 


6 Considerably less, however, if Malayan re-exports of Indo- 
nesian rubber and tin, after processing, were deducted. 

7 Indonesian exports had in general been hampered in earlier 
post-war years by military disturbances; its exports recovered 
rapidly during 1950 and 1951 under the stimulus of strong de- 
mand and high prices for its principal products. 
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government monopoly for tin imports. The decline in 
total exports of tin from Malaya was mitigated by con- 
tinued large purchases by European countries and sub- 
stantial purchases for inventory by a number of other 
countries—notably Argentina. United States imports of 
tin are being resumed under the agreement reached in 
January 1952. 


Bolivian tin exports, which were also favoured in the 
latter part of 1950 and the early months of 1951 by the 
spectacular rise in tin prices, suffered a setback when 
shipments were suspended in the middle of the year 
because of difficulties in obtaining agreement on prices. 
Tin shipments were renewed at the beginning of the 
third quarter of the year under a short-term contract 
that expired in October. 


The movement of wool prices accounted for most of 
the fluctuations during 1950 and 1951 in the export 
earnings of Australia, New Zealand, the Union of South 
Africa and Uruguay. Earnings of these countries rose 
steeply between mid-1950 and the first quarter of 1951 
and thereafter declined only somewhat less precipi- 
tously. In the case of Uruguay, a 75 per cent fall in the 
value of wool exports from 1950 to 1951 caused its 
total earnings to decline by 40 per cent. 


The reduction in world cotton supplies during the 
1950/51 season, associated chiefly with lowered cotton 
acreages in the United States, tended to increase the 
demand for cotton—as well as for other natural fibres— 
from cotton growing areas outside the United States. 
Export prices of cotton from these areas rose consid- 
erably more than the price of United States cotton. The 
value of Egyptian exports to the United Kingdom, its 
largest customer, and to the United States more than 
doubled between the first half of 1950 and the corre- 
sponding period of 1951; exports to its other trading 
partners were also substantially higher in value.® The 
break in cotton prices at the end of the first quarter of 
1951 saw the beginning of a downturn in Egypt’s export 
earnings, and in May 1951 the export duty was reduced 
by 75 per cent in order to sustain exports. Mexico also 
was especially favoured by the boom in the cotton mar- 


ket. 


Rising demand for both cotton and jute contributed 
to a substantial increase in the foreign exchange earn- 
ings of Pakistan.® After the middle of 1950, Pakistan’s 
exports of both these commodities increased consider- 
ably in volume as well as in price. Between the first 
half of 1950 and of 1951 the volume of jute exports 
doubled, while cotton exports increased by about a 


8 The high prices of cotton served to accelerate the tendency 
in recent post-war years for acreage devoted to cotton to in- 
crease at the expense of the cultivation of rice, wheat, maize 
and other cereals, Egypt has used part of its increased earnings 
from cotton exports to finance imports of cereals. 


9 The volume of exports from Pakistan in the first half of 
1950 was extremely low as a result of the fall in jute exports 


to India; to some extent, this was offset by the expansion of 
cotton exports to Europe. 
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third. The expansion of India’s export earnings during 
1951 was associated in part with the improvement of its 


exports of jute manufactures, which was extremely low | 
throughout 1950, rose sharply after the signing of a} 


new trade agreement with Pakistan in February 1951, 


but the larger part of the increase in the value of these | 


exports was attributable to the rise in prices. 


A measure of the substantial gains in export earnings | 


registered by exporters of timber and timber products 
is afforded by Finland. The volume of Finnish exports 
increased in 1950 despite marketing difficulties early 
in the year and strikes in the latter part. In the first half 
of 1951 heavy world demand for timber supported a 
substantial rise in both the price and volume of timber 
exports; the unit values of timber exports during the 
period were nearly 70 per cent greater than those in 
the corresponding period of 1950 and continued to 
move upwards during the third quarter of 1951 under 
the pressure of sustained demand. The volume of im- 
ports of Finnish timber products by the United King- 
dom, Finland’s main trading partner in 1951, was more 
than twice as great as in 1950. 


Canada, which is also heavily dependent upon its — 


exports of timber and timber products as a source of 
foreign exchange, was especially affected by fluctua- 
tions in United States import demand for these prod- 
ucts. Thus Canada’s export earnings rose substantially 
in the second half of 1950 when the volume and prices 
of its lumber exports and the prices of its exports of 
wood-pulp and newsprint rose sharply. In the case of 
lumber, the construction boom in the United States 
caused a sharp rise in the volume of exports to the 
United States and sent lumber prices to unprecedented 
heights, notwithstanding a drastic curtailment of United 
Kingdom imports of Canadian lumber. 


The imposition of credit restrictions on housing in 
the United States at the end of 1950 reduced Canadian 
lumber exports to that country and caused lumber 
prices to soften, though total exports were not ad- 
versely affected owing to the renewed demand for lum- 
ber from the United Kingdom in the first half of 1951. 
The total value of Canada’s exports of lumber, wood- 
pulp and newsprint in the latter period was substan- 
tially higher than in the same period of the preceding 


year, owing principally to the further rise in prices 
of wood-pulp and newsprint.” 


Developments since the outbreak of the Korean con- 
flict have given a new stimulus to the expansion of 
petroleum production and to the exports of the oil 
producing countries of the Middle East and the Far 


10 Because of the expanding scale of investments in mining 
Canadian exports of non-ferrous metals assumed greater im- 
portance; though the value of such exports in 1950 and 1951 was 
small by comparison with those of forest and agricultural prod- 
ucts, the increase in both the volume and the price of metal ex- 
ports made a significant contribution to the rise in Canadian 
export earnings during these years. 


} 


- ait 
trading relations with Pakistan. The volume of Indian. 


1apter 6. International trade and payments of primary producing areas 95 


ist and of Latin America. The effects of large post- 
ir investments in this field were, however, not fully 
flected in 1951 exports of petroleum. 


Among the countries which are important suppliers 
foodstuffs, the exporters of coffee, particularly in 
atin America, were especially favoured by a substan- 
al rise in prices, and in many cases by an increase in 
e volume of exports as well. Among the Latin Amer- 
an countries, Brazil, the world’s leading exporter of 
ffee, experienced the largest absolute gain in export 
imnings and accounted for a major share of the total 
ain of the area between the first half of 1950 and the 
yrresponding period in 1951. Favourable develop- 
ents in the markets for coffee also brought higher 
arnings to Colombia and the Central American re- 
ublics.** 


11 Many of the coffee producing countries also benefited from 
ger sales of other exports, e.g., Brazil from cotton and cocoa, 
nd Colombia from petroleum. 


Strong demand for fats and oils contributed to higher 
earnings in the Philippines, which expanded the volume 
of its coconut oil exports by as much as 50 per cent 
between the first half of 1950 and the corresponding 
period of 1951. On the supply side, this remarkable 
expansion was made possible by drawing down of 
stocks accumulated in the latter part of 1949 and the 
early months of 1950 when production was rising more 
rapidly than exports. 


The market for sugar also showed considerable 
strength, owing to rising consumption levels and heavy 
purchases for stocks in importing countries. Cuba was 
the principal beneficiary because it was in an especially 
favourable position to meet the enlarged demand for 
sugar by virtue of exceptionally abundant crops in the 
past few seasons. In Taiwan, where sugar accounted for 
three-fourths of the total value of exports, a reduction 
in the volume of sugar exports in 1951, owing to the 


Table 56. Export Earnings of Major Primary Producing Areas in Western European, 
United States and Other Markets, 1950 and 1951 


Value 
(Millions of United States 


Distribution of total 
increase over first 


Per cent increase 
over first half 


dollars, f.0.b.) of 1950 half of 1950 
Exporting area and destination ———— pee 
1950 1950 1951 1950 1951 1950 1951 
First Second First Second First Second First 
half half half half half half half 
Total, all primary produc- 

ing Countries.....-.. 11,030 13,890 16,840 26 53 100 100 

Of which, exports to: 

United States...... 3,110 4,130 4,695 30 51 36 27 

United Kingdom.... 2,195 7B) 2,985 — 36 —l 14 

OEEC countries*.... 2,300 3,045 3,710 oy 61 26 24, 

Other countries..... 3,425 4,560 5,450 33 59 39 es) 
Canada: 

otal eet cate ces 1,295 1,575 1,630 22 26 10 6 
Winitedsetatesseen ra ariee 830 1,050 1,055 26 Dil 8 4, 
Other countries........-. 465 525 575 iS 24 2 2 

Latin America: 

Total eet. Aree ss 2,860 3,650 3,915 28 37 28 18 
lnitedistates cn ae cer 1,300 1,750 1,930 35 48 16 1 
Other countries.........- 1,560 1,900 1,985 22 27 i i 

Oversea sterling area: 
Rotal ne fore. ce th 3,820 4,970 6,700 30 75 40 50 
WnitedsStatesve.. ss. 2a 559 ; oe fea zi ie 6 
ited Kinedom........- 1,230 5) ; = 
nae TES Aare Sete. 645 975 1,305 eels le il 
Other countries.......-.- 1,390 2,010 2,595 45 86 22 21 
European dependencies: 

TO tAleeee tetra 1,040 1,195 1,385 5 33 5 6 
Western Europe.......-- 710 780 955 10 35 2 4 
Other countries........--- 330 415 430 26 30 3 2 

Other countries: 

MEO Caller cr cerca git 2,015 2,500 3,210 24 59 Li 20 
United States.........--- 300 450 525 50 Us) 5 4 
Western Europe......--- 845 950 1,295 12) eee 4 8 
Other countries......-.-. 870 1,100 1,390 26 60 8 8 


Source: United Nations Department of Economic 
Affairs; based on national statistics. 


a Excluding the United Kingdom. 
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lower harvest of 1950/51, offset much of the gain 
derived from higher prices.’* 


Argentina, one of the world’s largest exporters of 
foodstuffs, increased the dollar value of its exports by 
a sixth between the first half of 1950 and of 1951; con- 
siderably higher prices were obtained for its leading 
non-food exports—hides, wool, linseed oil—and also 
for meat. However, grain exports dropped owing to 
the decline in current production and the depletion of 
stock carry-overs. Furthermore, the 1951 wheat harvest 
was half of the size of the previous year’s, leaving no 
wheat for export and possibly requiring the import of 
wheat in 1952. Meat exports to Argentina’s largest cus- 
tomer—the United Kingdom—were suspended between 
June 1950 and May 1951. They were temporarily sus- 
pended again a few months later and resumed at re- 
duced levels because of a shortage of exportable sup- 
plies, owing to the continuing rise in domestic meat 
consumption and to the reduction in livestock produc- 
tion caused by a series of droughts. Issuance of new 
licences for the export of wool was discontinued be- 
tween February and June 1951, because of the down- 
turn in prices, and wool exports have since shrunk 
rapidly. Exports of hides have likewise fallen sharply. 


The relative gains in export earnings of different 
areas and the extent to which these gains were realized 
in various markets are summarized in table 56. The 
oversea sterling area, the principal gainer, was re- 
sponsible for as much as half of the increase in export 


earnings of all primary producing countries betwee 
the first half of 1950 and of 1951. As the major ex; 
porters of rubber, tin and wool, oversea sterling coun+ 
tries increased their exports 75 per cent between thes 

two periods. In the second half of 1950 the rise in the 
value of Latin American exports was proportionately 
almost as large as that of the oversea sterling area‘* 
and accounted for more than a fourth of the total gai 

in export earnings between the first and second halves 
of the year. In the first half of 1951, however, Lati 
American exports rose only moderately. In contrast, 
during the last-mentioned period large gains were regis- 
tered not only by oversea sterling countries but by; 
many primary producing countries in other parts of! 
the world. 

Latin America and Canada, because a large part of! 
their trade is with the United States, registered most of! 
their gains in the United States market, as might be 
expected. On the other hand, the larger part of the gain 
in earnings of the oversea sterling area was realized in) 
western European and, more generally, in non-dollart 
markets, though dollar earnings were also substantially ’ 
higher. European dependencies, whose trade is heavily: 
oriented towards the metropolitan areas, generally 
showed the largest rise in earnings in European mar-- 
kets. Finally, primary producers in other parts of the: 
world, a relatively small share of whose exports is di-. 
rected to the United States, experienced the highest: 
proportionate increases in their exports to the United | 
States market. 


The Expansion of Imports 


GENERAL LEVEL OF IMPORTS 


The sizable expansion of export earnings enabled 
primary producers to finance a substantially higher 
volume of imports during 1950 and 1951. Their ex- 
penditures for imports did not rise as fast as their 
earnings from exports, so that there was a tendency for 
many primary producing countries to accumulate gold 
and foreign exchange during the year following the 
Korean crisis. In the second quarter of 1951, however, 
outlays for imports almost equalled earnings from 
exports; by the third quarter, expenditures for imports 
actually exceeded export earnings, and foreign ex- 
change resources began to dwindle. 


The rise in export earnings of primary producing 
countries between the first half of 1950 and of 1951, if 
entirely available to them for the import of goods, 
would have permitted an expansion of the quantum of 
imports by about 30 per cent between these two periods, 


12 Taiwan’s import surplus in 1950 was financed by United 
States economic aid, reparations and reduction of foreign 
exchange holdings. In 1951, a substantially increased proportion 
of imports was covered by economic aid from the United States; 
in addition, gold reserves were further decreased by domestic 
sales of gold to combat inflation. . 


as may be seen from the indices below (first half of 
1950= 100). 


1950 1951 

Second First 

half half 

Import equivalent of export earnings*... 120 130 
Actual quantum of imports........... 114 124 
Foreign exchange assets>............. 110 122 
Terme of trade 4c oink: oe 109 VA) 


* Value of exports adjusted for changes in terms of trade. 


> Current value of public and private holdings (including 
short-term balances) of gold, dollars and sterling, at end of 
specified period. 


In fact, the quantum of imports increased by only 24 
per cent" and the unutilized earnings contributed to 
raising foreign exchange holdings by 22 per cent be- 


tween 30 June 1950 and 30 June 1951. 


For the most part the rise in exchange reserves merely 
reflected the lag between receipts and expenditures, 


18 Part of this rise appears to have been seasonal. 


14 5 
However, it must be remembered that in many countries 
no all of the rise in export earnings was in fact available for 
P mange imports; on ae other hand, additional resources for 
S purpose were available to some countries from the i 
of capital from abroad. ae 
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ce no serious difficulties were encountered in obtain- 
1g imports of most types of goods during 1951. Toa 
ertain extent, the lag of imports behind exports was 
ttributable to the caution exercised in the relaxation 
f earlier import restrictions. In some cases, the ac- 
umulation of gold and foreign exchange was viewed 
a welcome addition to depleted foreign exchange 
eserves. 


Estimates of the movement of the quantum of im- 
yorts of major primary producing areas between 1948 
ind 1951 are provided in table 57, and data on the 
‘urrent value of the imports of individual primary 
producing countries from 1948 to the third quarter of 
1951 are given in table 58. 


Table 57. Indices of Quantum of Imports of 
Primary Producing Areas, 1948, 1950 and 1951 
(First half of 1950= 100) 


1950 
1951 


First Second First 
half — half half 


Area 1948 


All primary producing areas 98 100 114 124 


Canadaneren: 100 115 124 
[Latin America. ~...........». 108 100 J14> 158 
Oversea sterling area.......... 97 100 118 125 
European dependencies*. ...... 82 100 106 118 
Othersreasdec ass heeo cee Pe LOD Te BiG 


Source: United Nations Department of Economic Affairs ; 
based on national statistics. 
@ Excluding those of the United Kingdom. 


Table 58. Value of Imports of Major Primary Producing Areas and Countries, 
1948 to 1951 


(Millions of United States dollars in current prices, c.i.f.; semi-annual data or rates) 


1950 1951 
Area and country 1948 1949 First Second First Third 
half half half quarter ® 
Total, all primary pro- 
ducing countries. . . 12,650 12,610 10,750 13,050 15,650 16,250 
(tthe Cao oe oo we eee 1,448 1,485 1,448 1,769 2,186 2,163 
aa Latin American republics: 
UWaels <-- og Bate ache eRe 3,038 2,850 Dea tee eas ES) 3,590 
Of which: 
Argentina.....-.--++++++- 778 549 443 517 685 
Brazil ose aes 566 558 430 6065 855 oe 
(Ghileeee ea. eee: 135 152 119 129 138 158 
Golombiatesee sees ode 168 ila) 148 188 193 Ate 
(Salat ree eters ares 290 248 262 305 344 i 
NISC ene eae i ates) ok 264 229 216 344, 472 402 
WeGzile La neemc teat ceeneie ies Siete 368 288 284 369 348 
Oversea sterling area: 
Tig tall eee eee erica arenes 4,408 4,536 3,504 4,454 5,328 
a 828 MOO Mame 202 
Ibi ap, anit ba eee a ace 679 762 731 A : 
peti a Re ret eet bia 153 148 119 126 166 162 
6aYa Nee cae ans Se, ene ae ee 734 874 507 606 786 ~=1,038 
Malayacw sve. «2b ce are vi 421 405 366 586 814 726 
iNew: epileingh, 5 2 aacoucaco: 218 218 206 236 179 Wy 
Palsistaneweee eee eo serene cnet: 128 205 136 DIB) 253 i. 
Union of South Africa..... 782 655 396 550 705 788 
European dependencies?....- +--+ 1,346 1,315 1,374 1,435 Oa 
Other countries: 
GPAR TAL op, cocoa Geno oo cose 2,410 2,424 2091 23087 2,841 
Of which 
hes a te etn eins 358 337 266 345 340 452 
Fe I es te 244, 205 176. 2a 272 376 
Indonesia. ..--s+--+-2+-> 214 268 154 248 264. 592 
Philippines......-+-.++-:- B22 313 187 176 205 280 
Sher ile ta eee ae ies 235 228 198 194. 186 af 


Source: Based on data in Direction of Interna- 
tional Trade, a joint publication of the Statistical 
Office of the United Nations, the International 
Monetary Fund and_the International Bank for 
Reconstruction and Development. 


a Preliminary. 
> Excluding dependent territories of the United 
Kingdom. 
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It would appear that the full effect of the reimposi- 
tion of restrictions in 1949 following the decline in 
United States import demand was not felt until the first 
half of 1950, when the volume of imports in most pri- 
mary producing countries’® was markedly lower than 
in 1949, However, a few of the more important primary 
producing countries, such as Australia, Ceylon and 
Malaya, were receiving a very much larger volume of 
imports even in the first half of 1950.*° 


After mid-1950 increases in export surpluses or re- 
ductions in trade deficits resulting chiefly from the rise 
in export earnings tended to generate a higher demand 
for imports by many primary producing countries. In 
several others whose foreign trade balances were less 
affected by the upsurge in raw material prices, demand 
for imports expanded because of inflationary pressures 
stemming from other factors, such as rising domestic 
investment or failure of domestic supplies of food to 
increase in line with personal incomes. Because of the 
greater pressure for imports, including anticipatory 
and speculative purchases, and the improvement in 
trading position, most of the countries which imposed 
restrictions on imports in 1949 began to relax them, 
particularly in the second half of 1950. 


It was noted in the preceding section that countries 
accounting for only 50 per cent of the exports of all 
primary producing countries in the first half of 1950 
obtained about 75 per cent of the total gain in export 
proceeds between the first half of 1950 and of 1951. 
During the first half of 1950, the same countries ac- 
counted for somewhat less than half of the aggregate 
imports of the world’s primary producing areas, but 
obtained nearly three-fifths of the increase in imports 
between the first half of 1950 and the same period of 
1951. However, in a number of countries in the oversea 
sterling area, whose rise in exports was among the 
largest, imports did not increase to the same extent, 
largely because restrictions were not relaxed until Sep- 
tember 1950. By contrast, in many Latin American 
countries, which were the first to be affected by the 
recovery in United States demand during the first half 
of 1950, restrictions on imports were generally fewer 
and less severe, and they were among the first to relax 
such restrictions when the value of their exports began 
to rise. Thus the rise in Latin American imports fol- 
lowed not far behind that of their exports. Canada’s im- 
ports rose considerably in the first half of 1951, even 
though Canada registered a relatively limited gain in 
export earnings between the first half of 1950 and of 
1951, and had to draw upon its exchange reserves. 


15 Particularly in Argentina, Brazil, Chile, India, Indonesia, 
the Philippines and the Union of South Africa. In several coun- 


tries currency devaluations also served to reduce imports in the 
first half of 1950. i 


16 The terms of trade and the import equivalent of exports of 
these three countries improved considerably as a result of the 
effect on their import prices of the United Kingdom devaluation 
of 1949, while their export prices rose after devaluation to levels 
approaching pre-devaluation dollar parities. In the case of 
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COMPOSITION OF IMPORTS 


The commodity composition of the imports of pri-} 
mary producing areas was affected to some degree by’ 
developments after the middle of 1950. Imports of man- 
ufactures, which account for about four-fifths of all of | 
their imports from the industrialized countries, moved | 
steadily upwards after mid-1950; at the same time: 
there appeared to have been a considerable expansion 
in imports of food and raw materials by a number of | 
primary producing countries, which are substantial im- 
porters of these commodities. In general, the expansion 
in imports of manufactures was greater for consumer 
goods than for capital goods. 


In the second half of 1950, the volume of imports of 
manufactures from industrialized countries increased 
by about 10 per cent, imports of capital goods rising 
considerably less than imports of consumer goods, as 
shown in table 59. The relatively smaller increase in 
imports of producers’ goods is partly explained by the 
time lag between orders and deliveries, which is char- 
acteristic of heavy equipment. There was some increase 
in imports from western Europe in this category, largely 
reflecting orders placed before mid-1950 under the 
stimulus of devaluations and the replacement of dollar — 
imports. This increase barely sufficed to offset the 
further decline in imports of producers’ goods from the 
United States in the second half of 1950, owing to 
earlier reductions in orders from the United States. On 
the other hand, the larger orders for dollar equipment 
placed after the relaxation of restrictions were not yet 
reflected in current imports. 


There are several reasons for the preponderance of 
consumer items, such as food, textiles and passenger 
cars in the above rise. Over and above the effect of 
increased incomes on demand, there occurred in the 
primary producing countries, as in the industrialized 
countries, several waves of abnormal buying and hoard- 
ing in anticipation of scarcities or of increases in price, 
while the improved balance of payments positions of 
the primary producing countries enabled them to relax 
restrictions on imports of less essential items. 


The expansion in imports of manufactures which 
began in 1950 became more marked in the first half of 
1951, when such imports were nearly 30 per cent larger 
than in the corresponding period of 1950. By this time, 
the enhanced demand for producer goods was exer- 
cising its full effect on the volume of imports. This 
demand, though it arose primarily from the increased 
purchasing power of primary producing countries, was 


Malaya the rise in imports partly reflected transit trade in rubber 
and tin through the port of Singapore or increases in imports 
of these commodities for processing and export. In Australia 
foreign exchange resources had also been considerably rein- 
forced by an inflow of investment and speculative capital from 
the United Kingdom. Imports were also higher in the first half 
of 1950 than in 1949 in Iran, owing to greatly increased imports 
associated with the expansion of oil refineries, and in a few of 
the dependencies of continental western European countries 
owing to enlarged investment programmes. . 
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able 59. Indices of Quantum of Exports of Manufactures from Western Europe, Japan and the United 
States to Major Primary Producing Countries, by Commodity. Groups, 1950 and 1951 


(First half of 1950 = 100) 


a EEE 


FX Metals and 
Destination and period manu- Machinery 
factures 
anada: 
HO5(QeSecona halt... «ses... see es 5s Pag 97 
IGE UN GAS OR ENE ee ee Ae 152. 142 
atin America:* 
OnQmoecondinalt-) 6.65. seneoe ea. 6 9] 116 
MOSM Irstinaliarone erent ceca acts eral ote 129 133 
versea sterling area: 
MOS OmSecondsnaltome. a aciciere sce oso 113 93 
TOVSSTE “TRVIBS) SANUS peat as 6S ee eo eee ene 122 116 
uropean oversea dependencies: ° 
BOSOP SECON Halt ang wie oo een ee ois us 3 101 101 
OBL. TETSU eines 114 116 
ther countries: 4 
MOS Qe second halla. ccac.oe eee ee ss s,s 89 120 
OR VARS Ci eens aes 118 125 
Total of above: 
1950 Second half........... 104. 105 
ROS banstanaliemmss rere r rn Ieee 127 


Source: United Nations Department of Economic Affairs. For 
lefinition of the categories of manufactures see United Nations, 
‘economic Survey of Europe in 1949, page 261. 

2 Argentina, Brazil, Chile, Colombia, Cuba, Mexico, Peru, 
Jruguay and Venezuela. 


ntensified by a desire to procure capital equipment 
sefore supplies might be curtailed because of increased 
‘equirements for military production. Contrary to an- 
icipations which were widely entertained immediately 
fter the outbreak of hostilities in Korea, there was a 
sonsiderable expansion in exports of capital goods 
‘rom industrial countries to primary producers through- 
sut the first half of 1951. None the less, capital goods 
imports rose to a lesser extent than imports of consumer 


soods between the first half of 1950 and of 1951. 


~ Canada, where the market for consumer goods be- 
came saturated after the first quarter of 1951 (as in 
the United States), was one of the few countries in 
which imports of capital goods rose more than those 
of consumer goods. Significant investments in the ex- 
ractive industries, partly by United States capital, and 
‘ncreased defence production resulted in an exception- 
ally large expansion of capital goods imports in 1951 
‘nto that country. Elsewhere, there were marked in- 
creases in imports of capital goods in Latin America 
and in the oversea sterling area, particularly in Austra- 
lia and the Union of South Africa, where a substantial 
‘nerease in investment had occurred. 


17 The failure of Indonesia’s total imports to rise to the same 
extent as exports was due partly to the halving of privately held 
cash balances in March 1950 through curreney reform; and 
partly to the introduction at about the same time of a foreign 


Other er 
nipped kr Ponsperd Chemicals Textiles ee Total 

equipment factures 
106 95 106 106 PA 107 
125 126 129 134 135 Nosh 
176 102 117 114 127 Hie 
263 USI 142 114 We 134 
122 88 128 149 101 1a 
76 112 NAM 170 124 125 
112 98 156 lil 109 108 
siz 107 Ne 114 125 120 
133 83 130 99 132 106 
PAL 109 167 134 160 133 
131 95 124 iPZal 115 110 
141 120 135 136 eres 129 


> Australia, Burma, Ceylon, India, Iraq, New Zealand, Pakistan 
and Union of South Africa. 

¢ Dependent territories of western European countries, includ- 
ing United Kingdom dependencies in the sterling area and 
former Italian colonies. 

4 Egypt, Indonesia, Iran, Israel, Lebanon, Syria and Thailand. 


In India, however, imports of capital goods fell 
steadily throughout the period under consideration, 
increased foreign exchange resources being utilized 
chiefly to obtain larger imports of food as well as of 
raw cotton and jute, the prices of which had increased 
very sharply. In Indonesia, likewise, imports of capital 
goods both in 1950 and in the first half of 1951 were 
less than two-thirds of the 1949 figures, notwithstanding 
the fact that Indonesia ranked second in gains from 
increases in exports during this period. By contrast, 
imports of consumer goods rose, owing to a redistribu- 
tion of income in favour of small producers of rubber 
and copra resulting from the boom in these commodi- 
ties.17 Imports of capital goods also declined in volume 
in the Philippines, where restrictions had been lifted 
earlier on food and consumer items owing to the pres- 
sure on supplies. 


The expansion in imports of consumer goods con- 
tinued in the first half of 1951, but at a somewhat re- 
duced rate. Even so, the items showing the largest 
sncreases between the first half of 1950 and of 1951 
were consumer goods, such as passenger cars and tex- 
tiles—particularly imports from the United States where 


exchange certificate scheme which had the effect of drastically 
increasing the domestic prices of imported goods. The decline 
in imports of capital goods was also attributable in part to re- 
duced imports of oil companies after 1949. 
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domestic demand for these goods weakened early in 
1951. Thus, imports of passenger cars by a large num- 
ber of countries in Latin America and the Middle East 
more than doubled between the first half of 1950 and 
of 1951. In the oversea sterling area, imports of cars 
declined sharply because a severe shortage of shipping 
had drastically limited United Kingdom exports to 
Australia. Imports of textiles by countries in the Middle 
East and in the oversea sterling area also increased 
considerably—particularly from Japan. There were, 
finally, widespread increases in imports of food in coun- 
tries where income had risen—for example, in Latin 
America—as well as in India, where there had been a 
drought. 


In general, the large gains in the export earnings of 
the primary producing countries since mid-1950 do not 
appear to have made a major direct contribution to the 
implementation of their plans for economic develop- 
ment. Leaving aside the relatively more developed coun- 
tries, less than 10 per cent of the aggregate increase in 
export proceeds between the first half of 1950 and of 
1951 resulted in higher imports of machinery, metals 
and manufactures, and transport equipment other than 
passenger cars. Even in countries in which imports of 
such goods increased, the effect was often simply to 
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restore such imports to the levels of 1948 or 1949. Thi 
some significant instances—India being the leading ex- 


ample—imports of capital equipment fell both abso-| 
lutely and in relation to other imports. 


Furthermore, as has been seen, much of the expanded 
foreign exchange income of primary producing coun-: 
tries was devoted to purchasing larger quantities of 
food and consumer goods, owing to increases in in-; 
flationary pressures, speculative hoarding by consum-, 
ers and other factors. Where the increases in income 
were confined for the most part to a relatively small 
sector of the population, they gave rise to greatly ex-. 
panded imports of luxury items. 


Since the first quarter of 1951, the fall in the export | 
proceeds of primary producing countries and the con- | 
tinuing high level of imports—partly reflecting ex-- 
panded orders placed early in 1951—have resulted in | 
declines in foreign exchange reserves in a number of ' 
cases, and in the reimposition of import restrictions. 
The effect of these newly imposed restrictions was not | 
yet reflected in imports in the latter half of 1951. Ina. 
number of primary producing countries, there was also | 
some weakening of consumer demand late in 1951, . 
which further tended to depress the import of con-: 
sumer goods. 


Improvement in the Balance of Payments Position of Primary Producing Areas 


BALANCE ON MERCHANDISE TRADE 


The marked improvement in the balance of pay- 
ments position of primary producing areas since mid- 
1950 has been associated almost entirely with favour- 
able developments in merchandise trade. As may be 
seen from table 60, the export surplus of these coun- 
tries as a group more than doubled between the first 
half of 1950 and the same period of 1951—rising by 
more than $500 million in each of the semi-annual 
periods after June 1950. This upward trend was re- 
versed, however, in the second quarter of 1951, when 
the value of imports rose to a greater extent than that 
of exports. The export surplus continued to decline at 
a more rapid rate in the latter half of 1951 as earnings 
dropped further while import expenditures continued 


at the high levels prevailing in the earlier part of the 
year. 


Virtually all of the increase in the export surplus 
in the latter half of 1950 was with the United States, 
the considerably larger export surplus with western 


Europe remaining virtually unchanged. However, in . 


the latter case a sharp fall in the trade surplus of 
primary producing areas with the United Kingdom was 
roughly offset by a rise in the surplus with continental 
Europe. In contrast, the further, and equally large, rise 
in the over-all export surplus of primary producers in 
the first half of 1951 was largely attributable to the 


increase in exports to the United Kingdom, which dur- 
ing this period replenished inventories run down in 
1950. At the same time, the surplus with the United 
States was sharply reduced as imports into primary 
producing areas from that country expanded rapidly. 


Trade balances in the second and third quarters of 
1951 were much less favourable. Primary producing 
areas no longer enjoyed the export surplus in their 
trade with the United States which had emerged for 
the first time in the post-war period during the first 
half of 1950 and which grew throughout 1950 and the 
early months of 1951. In fact, by the third quarter the 
surplus had turned into a sizable deficit—of more than 
$290 million—and their trade balance with continental 
western Europe also deteriorated sharply. On the other 
hand, they continued to have a substantial export sur- 
plus with the United Kingdom throughout 1951. 


The oversea sterling area, which accounted for some 
three-fifths of the total surplus of primary producing 
areas in the first half of 1950, substantially improved 
trade balances with all other areas in the year following 
the Korean crisis. In the second half of 1950, the higher 
surplus resulted chiefly from its trade with the United 
States. The area’s export surplus reached a peak in the 
first half of 1951 but this rise was largely attributable 
to its trade with the United Kingdom. Since the early 
months of 1951 there has been a sharp deterioration of 
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Table 60. Trade Balances of Primary Producing Countries with Other Areas, 
1950 and 1951 


(Millions of United States dollars, in current prices of exports and imports, f.o.b.) 


ee nee 


Trade balance of 


Trade balance with: All primar. A versed es 
pracy’ Canada iain, Sling, th 
Total: 
1950 First half...... 1,130 45 630 565 —220 110 
1950 Second Halen OOD —50 720 835 —130 290 
NOS Birstall ser 2,290 —265 585 1,700 —195 465 
United States: 
1O5O0ehinstuhaliesace ve = 130 —75 105 185 15 —100 
1O50"Secondshalte...-.-- 780 —40 285 405 35 95 
HOS) Urine WAGES Sg coo 410 —320 180 510 40 — 
United Kingdom: 
hOSOminsttpalucereeeecae 310 55 125 —25 85 710 
1950 Second half........ 30 20 80 — 160 80 10 
[OS laekaratehalt sere cree 735 40 110 270 130 185 
Other OEEC countries: 
WOSOMERrstihal tes eevecca es 580 35 80 400 —25 90 
1950 Second half........ 830 60 105 560 —45 150 
OS tm binstena lew erie 850 40 25 710 —90 165 
Japan: 
1950 chisst. ball tos. 2225). BY = 10 = = =) 
1950 Second half......-.- —75 i = —40 — —30 
TOSIe Birstilal fis seers eyesse!: 40 25 5 35 —10 —15 
"a Centrally planned economies: 
1(O50mhirstehalts eee 105 — 20 715 —5 15 
1950 Second half........ 100 — —10 125 —15 — 
OS ianat lnaltser (ee ne 255 —5 —5 245 —5 25 
Other primary producing countries: 
O50) Kirst alters sce — 30 290 —70 — 290 40 
1950 Second half........- a —90 265 —55 —185 65 
NOU binstalalt cere si obi _ —45 270 —70 — 260 105 


Source: United Nations Department of Economic Affairs. Minus signs indicate excess of imports over 


1e oversea sterling area’s trade balance. During the 
rird quarter, the trade surplus declined by nearly 
sree-fourths from the peak reached in the first quarter 
f the year;*® the trade surplus with both the United 
tates and continental western Europe dropped below 
100 million and, in addition, the area was once more 
n deficit with the United Kingdom. 


Latin America’s surplus with the United States in the 
ast half of 1950 was significantly higher than in the 
receding half-year. Beginning with the second quarter 
f£ 1951, the area was once more in deficit with the 
Jnited States as rising expenditures for imports over- 
ook declining export earnings from that source. The 
leterioration in this direction, and in the third quarter 
f 1951 with continental western Europe as well, was 
ffset for the most part by a growing export surplus 
vith the United Kingdom, so that the total trade of the 
rea has been approximately in balance since March 


il 


18 This decline was only partly seasonal. 


exports. 


Changes in the net trading position of other primary 
producing areas, which include principally the coun- 
tries of the Middle East and Asia and the Far East, were 
similar in many respects to those described for the 
oversea sterling group. Their export earnings also 
reached a peak in the early part of 1951 and have since 
fallen steeply at the same time as their imports, partic- 
ularly from the United States, continued to expand. 
Their exports to the United States had already begun 
to fall in the second quarter of 1951] but their earnings 
were sustained in that quarter by higher demand from 
European sources. In the latter half of the year, how- 
ever, the value of their exports generally declined as 
prices dropped substantially. 


The rise in the trade surplus of primary producers 
in the year following the Korean crisis proved to be of 
a temporary character and this surplus tended to con- 
tract after the first quarter of 1951; the latter tendency 


19 With the notable exception of the export surplus resulting 
from exports of Venezuelan petroleum to the Netherlands An- 
tilles. 
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became less marked, however, by the end of the year. 
A further worsening of trade balances would probably 
lead primary producing countries generally to reim- 
pose former restrictions or tighten existing ones. In 
fact, the oversea sterling area, which has been among 
those most adversely affected by recent developments, 
has already taken steps in this direction. A number of 
countries, particularly in Latin America, also began to 
tighten restrictions about the middle of 1951, but the 
effect of such measures was not yet reflected in the level 
of imports during the third quarter of the year. 


CHANGES IN OTHER CURRENT TRANSACTIONS AND 
CAPITAL MOVEMENTS 


Trade surpluses of primary producing areas were 
partly offset by increases in outward payments for 
freight and other services. Payments for transport of 
goods, which accounted for more than a fifth of all 
payments on service account in 1950, rose significantly 
(table 61). The volume of merchandise imports, to 
which the major share of these payments relate, was 
14 per cent higher in the latter half of 1950, and 24 
per cent higher in the following six months than in the 
first half of 1950. Furthermore, there was a steep rise 
in freight rates, which, for many items, more than 
doubled between 1950 and 1951. On the average, it is 
estimated that unit charges for freight increased by as 
much as a third from 1950 to 1951. 


Part II. International trade and paymen 


While the rise in freight charges affected almost al 
primary producers, the increase in other invisible pay 
ments was accounted for by a relatively small numbe 
of countries. The increase in Latin American payment 
to the United States in the latter half of 1950 reflects! 
to an important extent the higher earnings resulting 
from the investment programme in Venezuelan petro: 
leum production, which had virtually come to an en 
by the beginning of 1950, as well as from the remit, 
tance of a larger proportion of current profits than i 
previous years. The rise in these payments by othen 
areas, particularly by the oversea sterling area, to th 
United States and the United Kingdom was also asso- 
ciated with the post-war expansion of investment i 
petroleum production in the Middle East. In the cas 
of the United Kingdom, returns on investments i 
Malayan rubber and tin were considerably higher.; 
There was also an increase during this period in divi-: 
dend payments on continental European investments 
in primary producing areas. 


Net payments by primary producing areas in 1950 
for freight, interest and dividends on foreign investment} 
and other services approximately equalled their agere-; 
gate trade surplus. The increase in invisible payments; 
between the first and second halves of the year vir-- 
tually offset the rise in their trade surplus; however,. 
the further gain of $600 million in the trade surplus in: 
the first half of 1951 contributed to a rise in foreign) 


Table 61. Payments of Primary Producers for Transport and Other Services, 
1950 and 1951 


(Millions of United States dollars, net) 


i 


Total 
Payments ee ae Peat 
First Second half 

half half 

To United States: 
Dota lear teeera eee arma 4 ory a0) Ds 
Of which, payments by: 

Canada aS nee 163 61 168 
Latin America........ 245 462 317 
Oversea sterling area.. 54 94, fa! 


European dependencies 10 18 13 
To United Kingdom: 


 Ofal Stace ae cto ee 330 450 490 
Of which, payments by: 
Western Hemisphere 
non-dollar area... .. iia 98 103 
Oversea sterling areas 204 208 362 
Total paid to United States 
and United Kingdom... . 855 1,180 1,205 
ac te, 


Total payments’ — 2,860 1,700 


Source: Official balance of payments statistics. 
@ Including Iceland and Ireland. 


Transportation Other 
1950 1951 1950 1951 
First Second ra First Second rua 

half half half half 

50 50. =: 100 475 680 615 
—26 -27 —21 189 88 189 
11 26 19 234 436 300 
19 21 38 35 73 33 
5 U 9 5 11 4, 
LOR AOR oS 220 eS Ome OS 
i 14 W7% 100 84 86 
78 95 136 Gy AOS ONS 
160 190 295 695 990 910 
600 500 2,260 1,200 


> Including estimate for payments to countries 
other than United States and United Kingdom. 
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hange holdings as net invisible payments remained 
the level of the preceding semi-annual period. Since 
nittances of profits and interest tend to be heavier 
the latter half of the calendar year, the improvement 
ry have been partly seasonal in character. 


Though the net inflow of capital into primary pro- 
cing areas recovered somewhat during the latter half 

1950 from the relatively low level to which it had 
len in the preceding six months, foreign public and 
vate investment in these areas continued to be of 
condary importance as a source of foreign exchange 
come. Table 62 contains estimates of net capital 
ovements to primary producing areas during 1950 
1d 1951 based on data available for the principal 
pital exporting countries. It is not possible in the 
se of countries other than the United States to sep- 
‘ate movements of long-term capital from those of a 
iort-term character, so that the size of capital flow for 
vestment generally tends to be overstated by these 
gures. Furthermore, part of the flow of long-term 
apital to Australia, Canada and the Union of South 


Africa included purchases of existing securities and did 
not necessarily lead directly to a proportionate expan- 
sion in investment. These qualifications must be borne 
in mind in the discussion below. 


The flow of capital to Canada was exceptional and 
it accounted for over a third of the total movement of 
capital to all primary producing countries in 1950. 
During the third quarter this movement was greatly 
accelerated and was related to speculative expectations 
with regard to the value of the Canadian dollar. After 
the freeing of Canadian foreign exchange rates, the 
movement of United States capital into Canada slowed 
down considerably but there was no reversal of the flow. 
Most of the direct investment of the United States in 
Canada during this period was in petroleum exploita- 
tion, and in manufacturing and mining, particularly 
mining.”° 


There was a net flow of capital to other primary 
producing areas at half-yearly rates of about $800 mil- 


20 To increase the supply of a wide range of metals and min- 
erals, including iron ore, copper, zinc and asbestos. 


Table 62. Public and Private Long-Term and Short-Term Capital Movements to 
Primary Producing Areas, 1950 and 1951 


(Net movements in millions of United States dollars) 


ae ee 
cp Querced Other Total 
Source and period Canada Avert a sterling pater Including Excluding 
ee countries ¢ Canada Canada 
United States: 
TOSOmhinstunaliseweemee errr - 161 —17 53% 208 405 244, 
1O50RSecond half; wen 533 197 34, 255 1,019 486 
NOG le hinstatia tt eerste vere teas 250 233 26 207 716 466 
Of which, long-term: 4 
TOBOwHinst nalts nae eee ha 164. 103 ly 241 524 361 
TOSOsSecond! Waliemernts cnr oir 430 WS 38 229 811 382 
NOS Ite Rurstykialtinete scrarewaahe ocr 252 214 22 187 675 423 
United Kingdom: 
NOS Ombrstalialt me epernaeeiaria renee — —22 196 20 194, 194, 
1950) Second: half. 26 cate es. — —56 179 67 190 190 
HOSdmearstealter sn acre eed cle ors . —14 274 20 280 280 
International Bank for Reconstruction and 
Development: 
TOS Om Miratelial tem recrey weer ei. — 22 16 aa 38 38 
1OSOmSecond haliwe em gecc cee oo 16 4 — 20 20 
MOS latins bela teem erace coer — 25 19 —e 44, 44, 
Total, all sources: ' oe 
1950 Semi-annual average. . 1,200 
fool Wiettal’ . 0)... a Ke 1300 ‘1,050 


ere See 


Source: United States Department of Commerce, 
Survey of Current Business (Washington, D.C.) ; 
United Kingdom Balance of Payments, 1948 to 
1951, Cmd 8379; International Monetary Fund, 
International Financial Statistics (Washington, 
D.C.) ; total capital movements from all sources 
estimated by United Nations Department of Eco- 
nomic Affairs. 

aIn the case of the United Kingdom, excluding 
dollar countries. 


>In the case of the United Kingdom, including 
Iceland and Ireland. 

eIn the case of the United States, excluding 
military aid to Korea. 

4 Including unilateral transfers. 

© Less than $1 million. 

Including estimates of net capital movements 
from all other sources, principally in western Eu- 
rope. 
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lion in 1950 and $1,000 million in the first half of 
1951. Capital movements in the twelve months follow- 
ing the Korean crisis were considerably above the level 
of the first half of 1950. The contribution of this rise 
to the expansion of investment for economic develop- 
ment appears to have been limited, because a significant 
part of the increase resulted from exceptional short- 
term transfers and, in the important case of Argentina, 
from a large-scale funding operation reported as a 
long-term capital movement from the United States. 


In the first half of 1950, net capital inflow amounted 
to about 7 per cent of export earnings for primary 
producing areas, exclusive of Canada. The contribution 
of capital movements to the increase in the total foreign 
exchange resources of primary producers since the mid- 
dle of 1950 has also been relatively limited. In the 
twelve months ending 30 June 1951, primary producing 
countries as a group, exclusive of Canada, increased 
their foreign exchange earnings from merchandise ex- 
ports by about $8,000 million over the annual rate of 
export earnings in the first half of 1950. Their net im- 
ports of capital in the same twelve-month period were 
about $2,000 million, an increase of $600 million over 
the annual rate of such imports in the first half of 1950. 


The flow of United States capital to other primary 
producing areas fell off sharply between 1949 and the 
first half of 1950 and continued to consist predomi- 
nantly of direct investments. For the most part, this 
reduction was a result of tapering off in investment pro- 
grammes in the petroleum industries of Latin America 
and the Middle East and a return flow of short-term 
capital from Latin America. The value of United States 
capital movements rose in the second half of 1950, 
chiefly because of the reversal of the flow of short-term 
funds as commercial credits, particularly to Latin 
America, were again expanded but also because of a 
speculative flow of private capital to certain Latin 
American countries. The outflow of United States funds 
to primary producing areas in the first half of 1951] 
remained at the level of the preceding six months, 
mainly because of the sizable credit extended by the 
Export-Import Bank to Argentina for repayment of 
commercial debts in the United States. 


The net outflow of United States long-term capital to 
primary producing areas declined between the second 
and third quarters of 1951 both for direct and for port- 
folio investment but chiefly for the latter. The fall in 
direct investment again resulted from the completion 
of a number of major projects in the oil industry. The 
decline which took place in direct investment may prove 
to be a temporary one because rising demand for petro- 
leum and other raw materials may again necessitate an 


21 However, the rate was considerably sma j 
the first half of 1951 or during 1950, nt ae ee 
accounted for by Canada. There was a much larger rise an the 
final quarter of 1951 in short-term capital movements from the 
United States, which caused the net outflow of United States 
capital to return almost to the level of the first half of 1951. 


increase in productive capacity abroad. There was i 
fact a mild recovery in the final quarter of 1951 fro 
the low level to which direct investments fell in th 
preceding quarter.” The United States continued to be 
the source of well over a half of the total net movemen 
of capital to primary producing countries. 


} 
The United Kingdom, which next to the United State 

is the principal supplier of capital to primary produc+ 
ing countries, expanded its investment activity in the 
oversea sterling countries in 1951, while continuing the: 
process of disinvestment in Latin America.”* Australiai 
and the Union of South Africa continued in 1951 to bei 
the chief recipients of capital from the United Kingdom., 
In the case of Australia, there was a sharp increase in| 
the inflow of short-term funds, which had reached sub- 
stantial proportions in the first half of 1950 owing to 
speculation on the appreciation of its currency. The; 
movement of capital from the United Kingdom to the 
Union of South Africa was supplemented by an increas- | 
ing volume of United States and Swiss investment dur- 
ing 1950. Though the receipts of capital by the Union) 
of South Africa from all sources in the first half of ' 
1951 appeared to have fallen off, the decline may prove » 
to be temporary in view of recent loans of $50 million | 
by the International Bank for Reconstruction and De- | 
velopment and $30 million by a group of United States 
banks. There appeared to have been some increase in| 
the outflow of United Kingdom funds under various | 
colonial development plans and an increase in British 
investment in Malaya, owing to reinvestment of profits. 


In the absence of a renewal of large-scale private 
lending to primary producing countries, the Interna- 
tional Bank for Reconstruction and Development has 
become a principal source for portfolio capital in the 
past few years. Actual disbursements against loans 
granted to primary producing countries in 1949 and 
1950 amounted to slightly under $60 million but rose 
to about $125 million in 1951. The undisbursed balance 
on 30 November 1951 of loans agreed upon to that date 
was somewhat under $300 million. 


RISE IN GOLD AND FOREIGN EXCHANGE ASSETS 


The considerable improvement in the net payments 
position of primary producing areas between January 
1950 and June 1951 may be seen from the rise in their 
foreign exchange assets, shown in table 63. At 30 June 
1951 the gold, dollar and sterling holdings of the over- 
sea sterling area, which accounted for more than half 
of the increase in reserves between June 1950 and June 
1951, had regained the larger part of the earlier decline 
in dollar terms which was partly the statistical result 
of the change in exchange rates and partly the conse- 
quence of heavy drawings on reserves during 1949. The 
aggregate holdings of Canada and Latin America rose 
to a much smaller extent during 1950 and 1951 but 


Berane é oe P 
Nes United Kingdom repatriation of investment in Latin Amer- 
ica in the twelve months ending 30 June amounted to $84 million. 
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Table 63. Foreign Exchange Assets’ of Primary Producing Areas, 1949 to 1951 


(Thousand millions of United States dollars) 


ee SS OE 


Increase during period 


Period es end - 
MEY Sad Total Gold Dollars Slerling 
PipDscctubar 1040, Gas gedeh. (e304 13.7 ee wee Pa or 
1 January to 30 June 1950........... 14.5 0.8 0.1 — 0.7 
1 July to 31 December 1950.......... 16.0 15 0.3 0.9 0.3 
1 January to 30 June 1951.......-.... 17.6 1.6 0.3 0.2 hi 
31 December 1949 to 30 June 1951.... 17.6 3.9 0.8 1.0 Ml 
Of which: 

Oversea sterling area..........-- 9.1 xe 0.1» OF 2k 

Latin AMerieacn ns vanes os « 3.9 0.6 0.4 0.2 = 

Canad tewe ee rc amcor s Shins 2.0 0.6 0.2 0.4 = 


Source: United Nations Department of Economic 
Affairs, based on data reported in International 
Monetary Fund, International Financial Statistics 
and United Kingdom, Balance of Payments, 1948 
to 1951, Cmd 8379. 


ere substantially above their 1948 level at 30 June 
951, though, in the case of Latin America, well below 
1e post-war peak of 1945. 


The bulk of the international assets of primary pro- 
ueéfs is held in the form of gold, dollars and sterling. 
[ost countries also maintain balances in other cur- 
sncies but these are usually comparatively small. The 
icrease in sterling balances during 1950 and the first 
alf of 1951 occurred almost exclusively in the oversea 
terling area and was attributable, on the one hand, to 
he area’s export surplus, not only with the dollar area 
ut with other areas as well—chiefly continental Europe 
_and, on the other, to gold sales to the United Kingdom 
nd to the movement of United Kingdom capital to the 
rea.2? In the second half of 1951, however, there was 
sharp fall in the sterling balances of oversea sterling 
ountries. Sterling holdings of other areas, with the 
xception of Iran and Egypt, remained relatively un- 
mportant. There was a considerable reduction in Latin 
{merica’s sterling holdings, particularly in the second 
alf of 1950; sterling holdings were maintained at the 
ame level in the first half of 1951 by virtue of Brazil’s 
yurchase of sterling from the International Monetary 
‘und in the early months of the year. 


There have been several distinct phases in the move- 
nent of official gold and foreign exchange reserves in 
primary producing countries since the beginning of 
1950. As table 64 shows, from January to June 1950 the 
ate of increase was relatively moderate and tended to 
se concentrated in a few countries, being associated in 
‘ome instances with sizable capital movements. In the 
atter half of 1950 virtually all areas added to their 
-eserves—the gains ranging from approximately 5 to 15 


23 For discussion of balance of payments of the sterling area, 
ee preceding chapter. 


4 Including gold reserves, short-term dollar hold- 
ings (official and private) and sterling balances. 

b Excluding claims of the sterling area on the 
dollar pool. 


per cent. Canada alone accounted for about a third of 
the aggregate gain because of the exceptionally high 
inflow of capital during this period. During the first 
quarter of 1951 there were large gains in the sterling 
area and in Latin America but in other areas there was 
some slackening in the rate at which reserves were in- 
creasing, and in Canada reserves declined. During the 
second quarter of 1951 there was very little tendency 
for reserves to rise further, and they generally declined 
during the third quarter as export proceeds fell and 
imports remained at the higher level of earlier periods. 


On balance, the real gains in the foreign exchange 
assets of the primary producing countries have proven 
to be considerably smaller than the rise in the current 
value of such assets, since the latter increase has vir- 
tually been cancelled by the fall in purchasing power 
owing to higher import prices. Table 65 shows the 
sncrease between June 1950 and June 195] in the 
nominal and real value of the official gold and foreign 
exchange reserves of various primary producing areas. 
While the increase in the dollar value of these reserves 
amounted to $2,600 million, their purchasing power 
increased by little more than $100 million, or less than 
one per cent, owing to the rise in import prices in the 
intervening period. For a large number of countries, 
including Brazil, India and the Union of South Africa, 
the rise in the current dollar value of reserves was not 
large enough to offset the loss in purchasing power. 
Others, such as Cuba, Colombia and probably Egypt, 
suffered a greater loss in real terms than is apparent 
from the decline in nominal reserves. Nevertheless, the 
reserve position of primary producers in mid-1951, as 
against a year earlier, was relatively much better than 
that of many industrialized countries whose reserves 
had suffered a much greater decline in purchasing 


power. 
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Table 64. Official Gold and Foreign Exchange Reserves of Primary Producing Areas, 
1948, 1950 and 1951 


(Millions of United States dollars) 
rr ee ee ee 


ecember u Decembei 
Country ae ie 4 Byaoe a ease e Wane A 1951 if 
CONAGRA i 1,011 1,265 1,742 1,680 1,779s 
Latin America: 
otal aa ees tee eens om 2,485 2.555 2,885 3,005 
Dollar countries: Ps ee fe 
(Colombia wena ree ee tee 84. 108 
ae - eee eh Le 316 437 353 399 422 
IMexiCOAME TA eee ee ee 78 98 290 244. 250» 
WemeZuelammens ten wi attends ase otter 386 401 374 373 ole 
Other countries). ..5..5....00.% 159 176 190 Zoo 232> 
Total, above countries....... 1,023 1,220 1,308 1,365 
Non-dollar countries: 
AL GOR IANa Near gare cis LS esndinin 359 413 480 094. 482 
LB Vad ch ts cee hy lel A 0 deta ree ean iar a Ut 586 665 619 514 
LIFRPUAy See ees A 241 240 Sl2 284. 199 
Othericountresae a eee 105 96 120 143 135 
Total, above countries....... 1,462 e335 pod 1,640 1,330 
Oversea sterling area: 
FLO tal ete ee eens ee oe 8,390 6,365 6,798 7,825 
Independent member countries: 
FAUST Alla Seaee eee Sait at oe eee 1,214 1,310 M325 1,686 
COVIGU Sere s ar PN eae coe 254 153 191 211 217 
Indias: Sa. Hany ier een 3,354 1,985 2,000 2,048 1,888 
Treg eee tit tee re a ee 4 16 25 25 22 
INewa/ calani daa een 198 192 164 249 113 
Pakistan a steer mers ah er ah cay, 805 471 507 604. 6314 
Union of South Africa........... 330 431 475 458 386 
Total, above countries....... 6,159 4,558 4,687 5,281 
Dependent territories.............. 2231 1,807 20h 2,544. 2,699 
Other countries: 
LCVD eee ota URL a at te 1,068 700 734 ay 
Finland Poe ere Stee ae re en 15 67 85 143 PALtr! 
Tndonesiasae sernkadty hs teh) eat Lie 218 220 320 363 419 
LAT eae are ee ns ae ee ee 273 236 240 235 196 
Israel . NO ae eee hee 33 57 31 8 8 
Philippines Na eR aes Peta 2 400 221 285 ile, 246 
) ee is eer c ad Aer nA. 125 64 1s 70 56> 
Uriel tdsicl Ys Sec a een 2, 250 285 318 289 
Total, above countries....... 2,404. 1,815 2,055 2,140 


Total, all above countries. . 14,290 12,000 13,480 14,650 


_ Source: International Monetary Fund, Interna- 5 September 1951. 
tional Financial Statistics. ° Including some long-term securities. 
*Gold and dollar balances only. 4 November 1951, 
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Table 65. Change in Nominal and Real Value of Official Gold and Foreign Exchange 
Reserves of Primary Producing Areas between 30 June 1950 and 30 June 1951 


(Millions of United States dollars) 


Value on 30 June 1951 Net gain, 30 June 1950 


to 30 June 1954 


Area Pires 1950 In current washes Nominal» ‘Reale 
) Py cL paeecds é) 6) 
All primary producing countries? 12,000 14,650 2a 2,650 115 
(Qariada eee rr eee hes) site 1,265 1,680 1,360 415 95 
Latin America: 

GFA eee 8h ek Renae id cectencneet 22550 3,005 DS 0}s) 450 —50 
Dollancountticsw src a: 1,220 1,365 1,185 145 —35 
Non-dollar countries.........---- 335 1,640 1,320 305 —15 

Oversea sterling area..........---+ 6,365 7,829 6,390 1,460 25 
Other countries.) s0 6s. sees. see 1,815 2,140 1,860 325 45 


¢ Column (3) less column (1). 

aExcluding the following primary producing 
countries for which data are not available: Afghan- 
istan, Burma, Ethiopia, Lebanon, Saudi Arabia, 


Source: United Nations Department of Economic 
Affairs, based on official national statistics. 


a Between June 1950 and June 1951. 


> Column (2) less column (1). 


Syria, Taiwan and Yugoslavia. 


Summary 


The over-all balance of payments position of the 
primary producing areas is summarized in table 66 and 
may be recapitulated as follows. Their aggregate export 
earnings increased by more than a fourth in the last 
half of 1950 and again by more than a fifth in the first 
half of 1951. By virtue of these successive increases, 
they were able to expand imports over the first half of 


half of the year and by a further $2,300 million in the 
first six months of 1951. At the same time, owing 
primarily to the lag of import expenditures behind 
export receipts, they added $1,500 million to their gold 
and foreign exchange holdings during the second half 
of 1950 and another $1,700 million in the following 


1950 by $2,300 million (at current prices) in the latter semi-annual period. 


Table 66. Estimated Balance of International Payments of Primary Producing Areas, 
1950 and 1951 


(Thousand millions of United States dollars) 


Including Canada Excluding Canada 


pee nie CN ee 
1950 1954 apt 1954 


a wig Samp al rig Seta 

Goods and services: 
Exports iebeosson os 19 Yaa 143 Ghia} eieiee 
he eee 11 17 2.3 Ll La 2.6 
EE OES Ee as ee, a BL aeuweise 9-15 
SIE eae Ae] 0.1 0.6 a 0.2 11 
ee re “59 15 13 0.7 0.9 1.0 
sien te are ite Sg Oa ee ee 08 —-10 —1L? 
Errors and omissions». ...----- 0.3 —0.1 —0.2 0.1 —0.1 —0.4 


Source: United Nations Department of Economic Affairs, based on official national statistics. 


a Minus signs here reflect increases in reserves and balances. 
» Including non-monetary gold movements. 
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For primary producing areas as a whole, exclusive 
of Canada, higher invisible payments in the first half 
of 1951 were offset to some extent by a larger inflow 
of capital, but the latter fell off rather steeply in the 
second half of the year. The absolute changes in the 
movement of invisible items and foreign capital were 
in the aggregate relatively small by comparison with 
the increases in merchandise trade and thus did not 
significantly affect the net balance of payments of 
primary producing areas as a whole. However, the net 
payments positions of a number of countries, particu- 
larly of Canada and of the petroleum producing coun- 
tries, which have been among the principal recipients 
of foreign capital in the post-war years, were consider- 
ably affected both by fluctuations in capital movements 
and the rise in profit remittances. 


The recent gains in the export earnings of primary 
producing countries are of special interest in relation 
to the short-term prospects for financing external costs 
of economic development in these areas, since at the} 
present level of international lending and investment, 
earnings from the export of goods provide the bulk of | 
the foreign exchange resources for this purpose. It has 
been shown that these gains have been very unevenly 
distributed among various countries in the group, and | 
that they are, judging from recent trends, highly un- 
stable and in some instances purely temporary in char- 
acter. Furthermore, increases in earnings have been | 
offset to an important extent by rising prices of mer- | 
chandise imports and services, so that by the end of | 
1951 most of the earlier advantages enjoyed by primary | 
producing areas had been eliminated. 


\ 
| 
\ 


Chapter 7 


TRADE OF THE CENTRALLY PLANNED ECONOMIES’ 


The years 1950 and 1951 witnessed a further develop- 
ent of the tendency for the world to be divided into 
vo groups of countries, the members of each group 
ading on a relatively large scale with one another, 
ut only to a limited extent with members of the other 
roup. Between 1949 and 1950, the quantum of trade 
mong the centrally planned economies and among the 


East-West 


In order to place east-west trade in perspective, it is 
ecessary to take account of the fact that both groups 
f countries comprise areas which are so large and 
iversified in resources as to be virtually self-sufficient ; 
ven if the level of trade between them were much 
igher than it was in 1950, it would still be relatively 
mall by comparison with their total output of goods. 


By far the major part of east-west trade consists of 
xchanges between western and eastern Europe,* as table 
8 indicates. In western Europe, where the ratio of total 
mports to gross national product averages somewhat 
ess than 20 per cent, imports from eastern Europe in 
1950 accounted for only about one-fortieth of total 
mports and consequently for less than one-half of one 
yer cent of gross national product. In eastern Europe, 
where total imports probably do not exceed 2 per 
sent of the gross national product, owing to the size 
und virtual self-sufficiency of the Union of Soviet Social- 
ist Republics, imports from western Europe—even at 
he reduced levels of 1951—probably accounted for 
over one-fifth of total imports, and hence, again, for 
less than one-half of one per cent of gross national 
product. 


The present low ratio of east-west trade to the gross 
national products of both participating groups of coun- 
tries does not imply that this trade is of little signifi- 


1 In the following discussion the “centrally planned economies” 
include Bulgaria, Czechoslovakia, Hungary, Poland, Romania, 
the Union of Soviet Socialist Republics and, unless otherwise 
indicated, the area controlled by the Central People’s Govern- 
ment of the People’s Republic of China; eastern Germany is in- 
cluded where indicated. 

2 Excluding that of the area of China controlled by the Central 
People’s Government. 

3 Bulgaria, Czechoslovakia, eastern Germany, Hungary, 
Romania and the Soviet Union. 


Poland, 
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countries comprising the rest of the world continued 
to rise, but trade between these two groups of countries 
—that is, “east-west trade”—declined by some 10 to 20 
per cent. These trends continued in 1951, and there were 
signs of increasing momentum in the process of eco- 
nomic separation of the two areas. By 1951, east-west 
trade? had fallen to about a half of the pre-war volume. 


Trade 


Table 67. Indices of Quantum of Trade of Eastern 
Europe’ with Rest of World,’ 1949 to 1951 


(1948 = 100) 
re 
Item 1949 1950 1951¢ 

Trade of eastern Europe 

with rest of world...... 95-100 80-85 70-75 
Trade among countries of 

Test Ol, WOLld |) nee ee 107 119 136 
Trade among eastern Kuro- 

pean countries?........ 135-145 160-190 


EEE EEE 


Source: United Nations Department of Economic Affairs. 


4 Bulgaria, Czechoslovakia, Hungary, Poland, Romania and the 
Soviet Union. 


> Excluding eastern Germany and area of China controlled by 
the Central People’s Government. 


¢ First six months at annual rate. 


4Fstimated. See discussion in text of trade among eastern 
European countries. According to a statement in Pravda of 9 
April 1952, trade among the countries mentioned in footnote a, 
together with Albania, the Chinese mainland, eastern Germany, 
Mongolia and northern Korea more than doubled between 1948 
and 1950. 


cance. Certain of the items exchanged are sufficiently 
important to provide incentives on both sides to main- 
tain or increase the level of that trade. 


On the side of the “eastern” group of countries, there 
is a desire to increase imports of capital goods and raw 
materials required in connexion with their plans for 
economic development. While the great bulk of the 
industrial equipment employed by them is manufac- 
tured within the area, imports represent a means of 
expanding the industrial base at a somewhat faster rate 
than would otherwise be possible. 


The major items in the imports of “western” coun- 
tries are essential agricultural products and raw mate- 
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Table 68. Regional Pattern of Eastern European Trade, 1948, 1950 and 1951 


(Value in millions of dollars; in current prices, f.o.b.*) 


Trade with 1948 
Imports Exports 
Western Europe®......... 610 830 
WuitediStates.s25 ose 120 115 
Oversea sterling area..... 175 45 
Middle; Hasteeme renee: 75 65 
Latin America........... 85 30 
Other areas?...... 340 220 


Total 1,405 1,305 


Trade of eastern Europe 


1950 1951» 
Imports Exports Imports Exports 
570 615 600 (es) 
25 80 5 70 
155 40 235 60 
45 50 60 80 
45 40 35 45 
80 70 150 100 
920 895 1,085 1,090 


Source: Statistical Office of the United Nations. 
Estimates based on trade data furnished by the 
trading partners of eastern European countries. 

a All figures rounded to nearest $5 million. 

> First six months at annual rate. 


rials. While these countries as a whole dispose of ade- 
quate supplies of these commodities, supplies from 
non-dollar sources are scarce in relation to demand, 
and imports from eastern Europe therefore represent, 
particularly to western Europe, a means of economizing 
on dollar expenditures. Where freight costs are im- 
portant—as in the case of coal—imports have in the past 
been obtained at lower cost in eastern Europe than 
would have been possible from non-European sources.‘ 


Finland and Yugoslavia occupy a special position in 
east-west trade. Finland is almost the only European 
country which trades freely with both eastern and west- 
ern Europe. Yugoslavia, which is a centrally planned 
economy that maintains a government monopoly of its 
foreign trade, has reoriented its trade to the west fol- 
lowing the deterioration in political and economic rela- 
tions with other eastern European countries in 1948, 
The trade of these two countries is included in the scope 
of the analysis in chapter 6, above. 


Imports BY EASTERN EUROPE FROM THE REST OF 
THE WORLD 


Since 1949, the United States and a large number of 
western European countries have followed a common 
restrictive policy with respect to certain types of exports 
to the centrally planned economies. In the United States, 
this was effected under the Export Control Act of 1949.5 


+ In 1951, however, the delivered cost of Polish coal in western 
Europe approached that of United States coal. 


° The Export Control Act of 1949 introduced controls which 
“have helped safeguard national security by a selective limita- 
tion of the export of American materials, equipment and ad- 
vanced technology which would enhance the military power of 
Soviet Bloc nations . . . Between March 1948 and June 1950 
licence applications for shipments to eastern Europe totalling 
$155 million were disapproved. Many of the applications which 
were approved were reduced in quantity; and undoubtedly other 
applications were not filed at all because of the persuasive effect 


¢ Member countries of the Organisation for Euro- 
pean Economic Co-operation. 

4 Excluding the area of China controlled by the 
Central People’s Government. 


A steadily growing “positive list” of commodities was 
instituted in respect of which export licences for ship- 
ment to eastern Europe were required. From the first 
quarter of 1951, export licences became necessary for 
all commodities for shipment to eastern Europe.® As a 
result, the value of United States exports to eastern 
Europe fell from $122 million in 1948 to an annual 
rate of only $5 million in the first half of 1951. In 
addition, measures have been taken to discourage other 
countries from re-exporting strategic goods originating 
in the United States to the centrally planned economies, 
and restrictions have been imposed on United States 
aid to any countries which maintain such exports. 


Similar policies have been adopted by most western 
European countries. In 1951, some 95 per cent of goods 
classified by the United States as of primary strategic 
importance were similarly classified by these western 
European countries, and their export to the centrally 
planned economies was prohibited. The volume of cap- 
ital goods exports from western Europe to eastern 
Europe increased substantially from 1948 to 1949 but 
there was little further increase from 1949 to 1950 (see 
table 69). In 1951, there was a sharp reduction. In the 
first nine months of 1951, exports of machinery and 
vehicles from Belgium, France, western Germany, Italy 
and the United Kingdom’ fell by over one-third; the 
most substantial decline was from the United Kingdom, 
which had been the largest supplier of machinery. 


of export rejections for similar licence applications”. Export 
Control: Twelfth Quarterly Report by the United States Secre- 
tary of Commerce (Washington, D.C.), August 1950. 


6 Since the end of July 1950, no licences for “positive list” 
commodities have been issued for exports to the mainland of 

hina. There were no United States exports to the China main- 
land in the first half of 1951. An embargo on all shipments to 
north Korea was put into effect in June 1950. 


7 These countries account for two-thirds of total western Euro- 
pean exports of these categories to eastern Europe. 
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Table 69. Western European Commodity Exports to Eastern Europe, 1948 to 1950 


(Millions of United States dollars; in constant prices,® f.o.b.) 


Commodity group and year Total trade Main exporters» in western Europe Main importers® in eastern Europe 
Czecho- 
Italy enmar orwa, olan slovakia 
Food, beverages and tobacco: 4 =" : is oo ings fag 
OAS Menten otc creer cere 62.4 Dee Diles 6.4 7.6 DOee 25 
GAO rer yan UN Cn eae NG 61.8 3.2 See 8.5 23.0 Dies 15.8 
1.5 ee ee tet ss eee 29.6 ek 6.5 4.8 14.8 10.1 3.8 
3 - Sweden Finland France eee Poland USSR 
aw materials: 
OGM P ee oc cteysdae Aiscts 196.8 28.5 65.4 11.0 46.6 97.9 81.4 
DAG Ri iarays Saas. aaron Saree lee”? Iso 28.8 26.6 40.9 56.1 40.1 
LOS Oe ne eto eerie 107.7 Ailee Waa Spl 39.3 34.7 19.1 
arr Be nee Czecho- 
rermMany elgium Sweden slovakia Poland ; 
Metals and metal manufactures : a 
iO AiG ere eter ase Soka aan Boas 74.4 1.8 20.8 14.7 26.4 iy, 26.7 
OAD eran Pine ach actors iets 107.0 4.3 38.4 22.6 39.8 19.3 32.9 
ROG Oe rertrercoster cats cret x aeteraerter 105.5 Sill: 19.0 18.1 les 25.9 Deo 
United Czecho- 
Machi Kingdom Sweden Italy USSR Poland slovakia 
ac unery: 
IO AG rey hes swavotcuaie ts Oca rers 13533 29.3 29,7 10.1 63.0 29.8 Boeo 
TOYA ROY ee ee ee see acon 205.3 60.5 Bose 23.9 84.4 54.3 40.1 
TO SORE rrern rt sec cteghn ce «cpa sists DIO 63.9 47.3 34.0 108.8 66.4 37.0 
9 Western 
Vehicles and other Finland Germany France USSR Poland Hungary 
transport equipment: 
OA Per etre aes Srertieenarety «wie 64.6 Shp — 6.9 36.6 18.5 1.4 
eae ee avers erree 75.8 44.8 0.7 6.4 46.0 18.8 3.8 
OS Oa eet rts aroha rere wh ai 60.6 33.6 4.1 6.5 wioll 132 4.0 
Western Czecho- 
Germany Swiizerland Netherlands slovakia Poland Hungary 
Chemicals: 
OAD Bement pare cisy'sreGehone es iar 41.8 1.4 16.4 3.6 Pays 9.7 Sell 
NOAO MeeiiAcl. «eteeeehct to siore Oe 62.7 11.0 10.9 Ul Dives 14.3 9.8 
MOS OME crs esters issuer aie 44.4 12.9 10.0 3.8 17.9 lee 9.4 
Belgium Tialy Netherlands coe Hungary Poland 
Textiles: 
[CBs sires breceete Siam sole Gare 22.0 Weg Ue oo 8.6 4.2 1.6 
NGA Me incr teristic ek ote uns Bac0 9.3 3.0 Wall Naya) 8.9 3.4 
ICE). 6 sence So a coerce ee 35.5 8.9 Uo23 Ee 12.8 9.7 4.9 
Western Czecho- 
Finland Germany Switzerland USSR slovakia Poland 
Other manufactures 
0: Gulla 36.8 15.7 0.3 6.0 16.3 10.7 6.1 
(CoS eee 57.8 33.7 1.5 5.9 32.5 13.0 6.8 
Cait ee 35.3 14.8 3.8 6.0 13.3 9.4 6.9 
United Czecho- 
Kingdom Norway France Poland slovakia USSR 
Unspecified: 
OAS Memes rae oe ceeyshesaidere «ee 35.9 28.6 0.1 anh 12.8 6.9 ili 
ORO Ae Sie 8 Sieceeitroea ieee cement 59.0 16.8 16.5 8.1 20.1 14.3 15.9 
PosOWed. hh. aa 38.3 13.3 13.1 4.5 15.8 10.9 6.2 
United Czecho- 
Finland Sweden Kingdom USSR Poland slovakia 
Total, above groups: 
Cue. -s haere Senne Gee 670.0 elt 92.0 86.6 257.9 159.7 188.3 
1 QAQGAS # feetootc a 819.9 149.7 91.0 118.2 279.6 216.1 Pilea 
0 eee 712.4 100.9 99.3 99.2 216.9 195.7 eal 2 
Source: United Nations, Economic Bulletin for Europe (Gen- mene expressed at annual rates, in January to September 1949 
prices. 


eva), October 1951. b Main exporters in 1950. 


a For 1948, in current prices; for 1949 and 1950, first nine © Main importers in 1950. 
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Table 70. Exports of Australian Wool and Malayan* Rubber to Eastern Europe, 
1948 to 1951 


Commodity and unit 1948 1949 1950 1951 

Rubber (thousands of long tons) . Pr ceahe 11? 81 OT 78 
Wool (millions of pounds avoirdupois; greasy 

Peas Sees Ree 2 pied Seo ae RN ea o4 i 62 37> 


Source: Secretariat of Rubber Study Group, 
Rubber Statistical Bulletin (London) ; Australia: 
Commonwealth Bureau of Census and Statistics, 
Monthly Bulletin of Overseas Trade Statistics. 


Exports to eastern Europe of such raw materials as 
non-ferrous metals, cotton, jute, rubber and wool de- 
clined in 1950 and 1951. Cotton exports to eastern 
Europe (excluding the USSR) provided the raw mate- 
rials, in 1949/50, for about one-third of the cotton tex- 
tile output of the area; these exports were substantially 
reduced in 1950/51, mainly as a result of the virtual 
elimination of United States exports to eastern Europe. 
The imposition of limitations on exports of rubber to 
eastern Europe by the United Kingdom and Malaya 
early in 1951 resulted in a substantial reduction in 
deliveries (see table 70). An exception to this down- 
ward trend is the export of Swedish iron ore. Under 
the Swedish-Polish trade agreement covering the period 
from November 1951 to October 1952, Sweden is to 
export a million tons of iron ore in exchange for 3 
million tons of Polish coal. This volume of iron ore rep- 
resents an increase over the level of shipments in 1950. 


EXPORTS BY EASTERN EUROPE TO THE REST OF THE 
WORLD 

In the early post-war period, the low level of pro- 
duction in eastern Europe was a major element con- 
tributing to the decline in east-west trade in relation 
to pre-war years. However, progressive increases in 
output in eastern Europe were associated with a con- 
siderable rise in the capacity to export. 


Of the total exports to the rest of the world by eastern 
Europe in 1950, approximately three-quarters went to 
other European countries; the commodities which pre- 
dominated in exports to western Europe were, in order 
of current value, coal, grain, meat and timber. The 
domestic demand for these goods in eastern Europe was 
high, and in some countries there have been actual short- 
ages of one or more of these commodities in recent 
years. However, in order to obtain imports of capital 
equipment, eastern Europe exported these commodities 
to the west, albeit such exports represented, for eastern 
Europe as a whole, a relatively small proportion of 
total output. 


In 1950, the increased output of coal in western 
Europe, together with a slackening of demand in France 
in the first half of the year, resulted in a reduction of 


4 Including United Kingdom re-exports. 
> First eleven months at annual rate. 


western Europe’s imports of coal from the United 
States from 10 million metric tons in 1949 to 0.4 million 
tons in 1950; and from eastern Europe, from 13.6 
million tons to 11.2 million tons (see table 71). In 
1951, the rise of industrial activity in western Europe 
was accompanied by a resumption of imports from the 
United States at levels above those of 1948. While over- 
all imports from Poland in the first half of 1951 re- 
mained at a level similar to that in 1950 and below that 
of 1948 and 1949, imports from Poland by Denmark, 
western Germany, Finland, Ireland, Sweden and Switz- 
erland were either maintained or increased. To some 
of these countries such imports continued to be of major 
importance; for example, Polish supplies in 1950 com- 
prised some 40 per cent of total consumption in Den- 
mark. 


Table 71. Exports of Selected Commodities from 
Eastern Europe to Ten Western European Coun- 
tries,* 1948 to 1950 


Commodity and unit 1948 1949 1950 


Millions of specified unit: 


Bread grains» (metric ton)..... 0.7 13 0.6 
Coarse grains (metric ton).... 1.4 1.0 Vea 
Coale\"(metri¢ ton): 02 262, 1322 136m? 
Timber? (cubic metre)........ 0.7 22 1.3 
Thousands of metric tons: 
ice tc daa ace ene Cee 188 189 67 
USAT rc ses Sur aan ee St ekg 96 
LEY Baectatiey coterie on Cana go: 14 29 719 
Fs eer ene Oe 12 16 27 
obaceo.3s st: aetia ted ie aan 3 4 2 


Index of volume 100 118 96 


Source: United Nations, Economic Bulletin for Europe, Oc- 
tober 1951. 


* Belgium-Luxembourg, France, western Germany, Italy, Neth- 


erlands, Norway, Sweden, Switzerland, Turkey and the United — 
Kingdom. 


» Including Yugoslav exports; excluding exports of Czecho- 
slovakia. Exports include those to Denmark, Finland and Greece. 
° Including also imports of Austria and Denmark. 


4 Softwood logs and sawn softwood. 
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The Union of Soviet Socialist Republics is the major 
eastern European exporter of timber, and the United 
Kingdom is the dominant importer. The share of the 
Soviet Union in the total softwood imports of the United 
Kingdom grew from 2.1 per cent in 1948 and 7.6 per 
cent in 1949 to 17.9 per cent in 1950. Although United 
Kingdom softwood purchases in the first half of 1951 
generally rose substantially in response to expanded 
demand, imports from the Soviet Union were reduced. 
A new contract, concluded in July 1951, provides for a 
smaller volume of trade in timber between the two 
countries than in 1950, 


In 1950 western European imports of all grains fell, 
both from eastern Europe and from other sources. The 
reduction in bread grain imports by western Germany 
and Italy reflected the recovery in domestic production 
in these countries. Western Europe’s total imports of 
feed grains from all areas remained unchanged in 1950, 
but imports from eastern Europe increased, a rise in im- 
ports from the Soviet Union more than offsetting a fall 
-in supplies made available by Hungary. The increase 
in United Kingdom imports of USSR coarse grains— 
from 200,000 tons in 1949 to 700,000 tons in 1950— 
resulted in the Soviet Union’s supplying one-third of 
total United Kingdom imports of coarse grains in 1950. 


In the first nine months of 1951, western European 
rain imports from all sources increased, especially 
the imports of the United Kingdom. However, most of 
this latter increase was obtained from Australia and the 
United States and there was little increase from eastern 
Europe. A contract for coarse grain between the United 
Kingdom and the Soviet Union concluded in September 
1951 provides for the same quantity of feed deliveries 
as in the previous contract—together with 200,000 tons 
of wheat. 


Trade in meat did not follow the same pattern. Sup- 
‘plies of bacon from Poland to the United Kingdom, 
which are governed by a five-year agreement (1949 to 
1953), have formed a continually increasing propor- 
tion of total United Kingdom imports. In 1950 imports 
of bacon from Poland amounted to 15 per cent of total 
United Kingdom imports of bacon, and this proportion 
increased further with a sharp reduction in the supply 
from Canada and an increase in the supply from Poland 


in 1951. 


Generally, the quantities of the commodities involved 
in imports from eastern Europe were smal] in relation 
to western Europe’s total consumption, but they were 
of considerable significance in relation to the dollar 
problem. In 1950, the deficit of western Europe with 
the United States and Canada on current transactions 
in non-military goods and services amounted to approx- 
imately $1,350 million. If the coal, grain and timber 
which were obtained from eastern Europe® in that year 


8 Excluding eastern Germany. 
9 USSR exports of manganese ore to the United States had 
fallen to zero by the second quarter of 1951. 


had been purchased in North America, the effect would 
have been to increase the dollar deficit by about $350 
million. In 1951, the continuing low level of western 
Europe’s imports of these commodities from eastern 
Europe was accompanied by a considerable expansion 
in imports from North America. The reason for this was 
largely that increased deliveries from eastern Europe 
could have been obtained only by making corresponding 
counter-deliveries of goods required by the eastern 
countries but subject to export restrictions in the west. 


Eastern Europe’s exports to other areas are of some- 
what different composition from those to western 
Europe. To the United States these countries have been 
suppliers of relatively few “essential” commodities, of 
which manganese ore from the Soviet Union was the 
most important.’ For the most part these exports con- 
sist of luxury items, such as USSR furs and Czecho- 
slovak textile and glass manufactures. The structure of 
United States imports from eastern Europe, together 
with its general self-sufficiency, has enabled the United 
States to reduce its imports from eastern Europe much 
more than has been possible for western Europe. Be- 
tween 1948 and the first half of 1951, the value of 
United States imports from these countries fell by 
nearly 40 per cent. In August 1951, the United States 
decided to suspend tariff concessions to the countries 
of eastern Europe and in September 1951 it withdrew 
from Czechoslovakia the tariff concessions granted 
under the General Agreement on Tariffs and Trade. 


Eastern Europe, particularly Czechoslovakia, has 
been supplying limited amounts of manufactures, in- 
cluding steel products, machinery, and electrical equip- 
ment, to a number of countries in the Middle East, Latin 
America and the oversea sterling area. Eastern Euro- 
pean exports of grain to Egypt and India have also been 
of some significance during the period under consider- 
ation.’° 


TRADE BETWEEN EASTERN AND WESTERN GERMANY 


Inter-zonal trade in Germany continues to reflect, in 
an extreme form, the general stagnation of east-west 
trade. By the end of 1950, although industrial produc- 
tion in both east and west Germany had regained pre- 
war levels, trade between the two areas, which have 
complementary industrial structures, remained insig- 
nificant. In 1948 the volume of inter-zonal trade was 
reduced to between 6 and 7 per cent of the trade of 
1936. The rate of exchanges planned under the F'rank- 
furt Agreement (which covered the period October 1949 
to June 1950) was virtually the same as the level of 
trade carried on in the first half of 1948, and since then 
trade has continued to decline.” 


10 Egyptian imports of grain from eastern Europe in 1950 
amounted to 204,000 tons. In 1951 India received 99,000 tons 
of USSR wheat. 

11 This conclusion is only slightly modified by the extent of 
illegal trade and of the trade between west Berlin and eastern 
Germany. 
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Trade among the Countries of Eastern Europe 


It is possible to give only a general indication of the 
broad trends and significance of trade among the coun- 
tries of eastern Europe, since precise data on absolute 
quantities, prices and composition are generally not 
available. Recent official and other statements’? con- 
cerning economic relationships between these countries 
stress the development of a considerable degree of 
economic integration, specialization and co-ordinated 
planning, with the primary aim of the maximum pos- 
sible development of industry, particularly of heavy 
industry, throughout the area. This objective has been 
fostered by the Council of Mutual Economic Assistance, 
established in January 1949, which was composed ini- 
tially of Bulgaria, Czechoslovakia, Hungary, Poland, 
Romania and the Union of Soviet Socialist Republics. 
These countries were later joined by Albania and east- 
ern Germany. 


The structure and volume of trade among these coun- 
tries are determined by certain characteristics of their 
present level of development and of their relations with 
the rest of the world, as well as by their own planned 
economic objectives. The region as a whole comprises 
areas at very different levels of economic development. 
Thus, Czechoslovakia and eastern Germany had rela- 
tively advanced industries even before the war. Bulgaria 
and Romania, on the other hand, were then and still 
remain relatively under-developed economies. The 
Soviet Union occupies a special position in the area by 
virtue of the size and diversity of its output and re- 
sources. While foreign trade is not of major quantita- 
tive importance for the Soviet Union, it is much more 
significant for other eastern European countries which 
depend on imports for large proportions of their 
raw material supplies and—particularly the under- 
developed countries—for their industrial equipment. 


GENERAL LEVEL AND COMPOSITION OF TRADE 


Changes in the total turnover of trade of five eastern 
European countries (not including eastern Germany 


and the USSR) are shown in table 72. 


From what is known of the trade of these five coun- 
tries with the rest of the world (excluding the USSR) 
and of the share of that segment of their trade in the 
total, it is possible to estimate that their trade with one 
another and with the Soviet Union increased by some- 
thing of the order of 35 to 45 per cent between 1948 
and 1949 and by a further 15 to 30 per cent between 
1949 and 1950. Available indications are that trade 


12 See particularly the article by H. Minc, Vice-Premier and 
Minister of Planning for Poland in Pravda, 25 September 1951: 
and the article by M. Paromoy on “Forms and Methods of 
Economic Co-operation between the Union of Soviet Socialist 
Republics and the People’s Democracies” in Problems of Eco- 
nomics (Moscow), December 1950. 


Table 72. Indices of Total Trade?* of Five Eastern 
European Countries,” 1947 to 1950 


(1946 = 100) 
ES 
Year Index 
TORT Racks nado eee ten tee 223.9 
1048 chs wakioles ae Cale ee ere 346.6 
1949 se oak) SRL en re One reioeare 409.3 

Ao 151 0 eee eee er eg es anne SR tise-O sc 412 


Source: Pravda (Moscow), 25 September 1951. 


a It is assumed that the data refer to the total imports and ex- 
ports of the respective countries, in constant prices. 
> Bulgaria, Czechoslovakia, Hungary, Poland and Romania. 


among these five countries and the Soviet Union rose 
suficiently to offset the decline in the quantum of their 
trade with other countries, both in 1950 and in 1951. 
Moreover, in 1950 the total volume of trade of the 
countries of eastern Europe (other than the USSR) 
exceeded the pre-war level. In addition to the trade of 
these five countries, eastern Germany developed, in 
1950 and 1951, as a major trading country in the area. 
In 1950 its trade with the rest of eastern Europe in- 
creased by close to 60 per cent and there were plans to 
increase it still further in 1951. 


As a result of the divergent movements in trade with 
one another and with the rest of the world, the trade 
of eastern European countries with one another rose 
from approximately two-fifths of their total trade in 
1948 to about one-half in 1949 and to over three-fifths 
in 1950. The relative significance of trade with the west 
continued to be greater for Czechoslovakia and Poland 
than for other eastern European countries. Even in 
these two countries, however, the proportion of trade 
with other eastern European countries and the Soviet 
Union to total trade rose from about 45 per cent in 
1949 to 55 per cent in 1950.18 In the other countries, 
the corresponding ratio for 1950 was probably of the 
order of 70 per cent. 


TRADE OF THE UNION oF Soviet SOCIALIST 
REPUBLICS 


In 1949 the total volume of USSR foreign trade was 
more than double the pre-war level, and by 1951 the 
volume of this trade had risen to three times that of 
pre-war. 


As already indicated, the USSR occupies a leading 
position in the system of economic relationships in 
eastern Europe—the Soviet Union’s resources and out- 


13 The sharp change in the geographical distribution of Czecho- 
slovak trade is illustrated by the following figures showing the 
percentage of Czechoslovak trade with countries other than east- 
a ene: abe ber cent; 1949, 55; 1950, 45; 1951, 40; and 

, 00 per cent (data for 1948 to 1950 r t : 
for 1951 and 1952, planned figures). Realaregieier te gts E 
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put being considerably larger than those of all other 
eastern European countries taken together. In 1949 the 
rest of eastern Europe accounted for about two-thirds 
of the total trade of the Soviet Union, compared with 
some 3 per cent before the war. In 1950, about two- 
thirds of the trade of the Soviet Union with the rest 
of eastern Europe was with Czechoslovakia, eastern 
Germany and Poland. It is likely that, even without the 
existing restrictions on east-west trade, the Soviet Union 
would have become a leading source of supply of essen- 
tial items for the countries of eastern Europe, owing to 
the system of planning adopted in these countries; the 
stagnation of east-west trade has, however, served to 
increase the relative importance of the Soviet Union 
in this respect. 


The bulk of USSR exports to the rest of eastern 
Europe—to the less developed and the more developed 
countries alike—consists of raw materials and industrial 
equipment, supplied partly on credit. Among the lead- 
ing raw material exports are iron ore, non-ferrous ores 
and metals, and raw cotton. More than 70 per cent of 
Bulgaria’s post-war imports from the Soviet Union, up 
to and including 1948, consisted of raw materials and 
machinery. Hungary, in 1949, was scheduled to obtain 
from the Soviet Union 60 per cent of its iron ore, coke 
and pig-iron and three-quarters of its raw cotton import 
requirements. In 1950, the Soviet Union supplied to 
Poland 80 per cent of its cotton requirements, 65 per 
cent of its iron ore, 40 per cent of its chromium ore 
and 100 per cent of its manganese ore. Similarly, under 
the long-term agreement with Romania, signed in 
August 1951, the Soviet Union was to supply 56 per 
cent of Romania’s requirements for cotton, 55 per cent 
of its iron ore and 90 per cent of its coke. In 1949, 97 
per cent of Czechoslovakia’s imports from the Soviet 
Union consisted of raw materials and semi-manufac- 
tures. Czechoslovakia was scheduled to receive about 
1.5 million tons of iron ore from the Soviet Union in 


1950. 


In relation to their needs for an expanding heavy 
industry, eastern European countries (excluding the 
USSR) have sizable import requirements for iron ore, 
of which only 1.3 million metric tons'* were produced 
in these countries in 1950, while pig-iron output 
amounted to 4.4 million tons. Probably about two- 
thirds of iron ore import requirements are supplied by 
the Soviet Union. Most of the remainder is imported 
from Sweden. Swedish exports of iron ore in 1950 to 
Czechoslovakia amounted to 940,000 tons and to Poland 
714,000 tons.?® The long established textile industries 
of eastern Europe (outside the USSR) depend on im- 
ports for their raw materials. Imports of raw cotton 
from western countries, as indicated in table 73, fell to 
205,000 bales in 1950/51, or by more than one-third 
from the 1949/50 level. The total import requirements 


14 Metal content. 
15 Gross weight. 


of the area remained, however, of the order of one 
million bales. Most of this deficiency was covered by 
imports from the Soviet Union and was paid for with 
finished textiles. 


With respect to imports, the Soviet Union is prob- 
ably a significant importer of coal from Poland. More- 
over, part of the output of the joint USSR-Romanian 
oil enterprise in Romania is exported to the Soviet 
Union. All other eastern European countries, with the 
possible exception of Hungary, import petroleum prod- 
ucts from the Soviet Union as well as from Romania. 


Apart from raw materials, most of the USSR non- 
food exports consist of agricultural and industrial 
equipment, the major part of which is supplied to Bul- 
garia, Hungary, Poland and Romania.’* On the other 
hand, the Soviet Union also imports capital goods from 
the rest of eastern Europe. During each year of the 
five-year trade agreement concluded with Czechoslo- 
vakia in November 1950, Czechoslovak exports of en- 
gineering products to the Soviet Union were scheduled 
to be larger than total Czechoslovak exports of these 
goods to all areas in any single previous year.”” Water 
and rail transport equipment, which is obtained from 
Hungary and Romania as well as from eastern Ger- 
many, is an important component of USSR capital 
goods imports from eastern Europe. 


Table 73. Eastern European Production* and 
Imports? of Raw Cotton, 1949/50 and 1950/51 


(Thousands of bales) 


Item 1949/50 1950/51 
Production®:..02 54: © tuncee tae 55 60 
Totalimports’sne: «1. -) mer eee oo 205 
Imports by eastern Europe (excluding 
the USSR) 2.25.0-0 0 eeee eae 330 205 
Imports by the USSR..........-.-. 259 a 


SE ee 


Source: International Cotton Advisory Committee, Cotton 
Quarterly Statistical Bulletin (Washington, D.C.), December 
1951. 


a Estimated; excluding production of the Soviet Union. 
> Imports from major western exporting areas only. 


Soviet Union exports of food have consisted pri- 
marily of grain and fats to Czechoslovakia, eastern 
Germany and Poland, but meat was also exported to 
Czechoslovakia. In order to alleviate the shortage of 
grain in 1950/51, the Soviet Union sent to Czechoslo- 
vakia 755,000 tons of bread grain and 308,000 tons of 
feed grain; this volume was larger than that following 
the poor Czechoslovak harvests of 1947/48. USSR im- 
ports of agricultural products have consisted mainly of 
meat from Romania, sugar from Czechoslovakia and 
Poland, and tobacco from Bulgaria. 


16 The Soviet Union also exports capital goods to Czecho- 
slovakia and eastern Germany. 
17 See Czechoslovak Economic Bulletin, 15 November 1950, 
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Table 74. Indices of Planned Increases in Trade between Countries of Eastern 
Europe, 1950 and 1951 


(Preceding year = 100) 


Eastern Germany Czechoslovakia Poland Bulgaria Hungary Romania 
USSR 
OS OMe 135 134 120 120 130 
105 lee a 125 125 125 = 
Eastern Germany: 
1O5O tare 150 160 500 * 400 
OS Leo ator: 133 : ' 200 Br 
Czechoslovakia: 
O50 Mra eat 125 oe 
195 tee a. 140-150 
Poland 
NOR, craatace 134.8 300 165-185 
OSes eh 120 


Source: United Nations Department of Economic 
Affairs; based on official statements. 


Recent trade agreements between the Soviet Union 
and other countries of eastern Europe provide for large 
annual increases in the volume of trade, as indicated 
in table 74. In addition, the longer-term agreements con- 
tain targets for future trade at substantially increased 
levels. Thus the long-term agreement concluded with 
Poland in June 1950 provided that the average annual 
turnover of trade from 1951] to 1958 should be 60 per 
cent above the level of 1948 to 1950. Similarly, in 
August 1951, a long-term agreement between the Soviet 
Union and Romania provided for a rise in trade in the 
period from 1952 to 1955 to 50 per cent above the 
1948-51 annual average. With Czechoslovakia, the 
average annual volume of trade in 1951 to 1955 was 
planned to exceed the average of 1948-50 by 50 per cent. 


TRADE OF OTHER EASTERN EUROPEAN COUNTRIES 


While the Union of Soviet Socialist Republics has 
become the leading trading partner of each of the other 
eastern European countries, the volume of trade among 
the latter countries has also been increasing year by 
year, and the composition of trade among them has 
become somewhat more diversified. 


Trade in industrial raw materials and in the equip- 
ment required for the development of industry is par- 
ticularly high in relation to the total trade of eastern 
European countries with one another, as is the case with 
eastern Europe’s trade with the Soviet Union. The pre- 
dominant industrial positions of Czechoslovakia, east- 
ern Germany and Poland’ are reflected in the fact that 
probably over one-half of the trade of eastern European 
countries with one another (excluding the USSR) is 
carried on among these three countries, while the major 

18In 1950 over 80 per cent of the total industrial output of 


eastern Europe (excluding the USSR) was produced in these 
three countries. 


2 Polish imports. 


part of the remainder is between these countries and 
the rest. 


Czechoslovakia and eastern Germany, together with 
the Soviet Union, were the main sources of industrial 
machinery for the rest of eastern Europe during 1950 
and 195]. Owing to the decline in east-west trade, 
Czechoslovakia has switched the emphasis in its export 
trade from consumer goods, which were the leading 
components of its exports to non-eastern European 
countries, to machinery, although it was planned to 
increase the volume of exports from both sectors of 
industry in 1951. 


Kast Germany’s exports have been of three main types 
—industrial equipment and machinery, optical and pre- 
cision instruments and various chemicals and artificial 
fertilizers. The emphasis of its first five-year plan, like 
those of other countries in the area, is upon heavy 
industry. It is planned to increase the proportion of 
machinery in the total exports of eastern Germany from 
19 per cent in 1950 to 53 per cent in 1955. The total 
volume of east German trade with the rest of the area 
has been increasing rapidly in recent years. In 1950, 
east German trade with Czechoslovakia rose to 171 per 
cent of its level in 1949, and in the first nine months 
of 1951 it increased to 214 per cent of that level. 
Czechoslovakia obtained from eastern Germany capital 
installations previously secured from the west. An in- 


creasing volume of trade has also developed between 
both these countries and Poland. 


The predominance of coal in Polish exports is tend- 
ing to decline as total exports increase (table 75). In 
1950 and 1951, total exports of coal by Poland 
amounted to about 40 per cent of its production, and 
approximately the same proportion of total exports.2® 


19 In pre-war prices. 
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Table 75. Polish Exports of Coal and Coke, 1948 to 1951 


(Millions of metric tons) 


pe 


Destination 1948 1949 1950 Forte half 

AV Ciera EMGO penis yak cers. cslw eros ney pee es 13.4 12.0 10.3 : 10.2 
DBsteri MMTO Mis ie cokes ctr ee ee re sn 8.6 11.0 Wh 11.0 
Eneterts Gormienyie ves tee ne vnc an's oe ee eet bs 6.1 ica 73 Te 
C7echosl OVA lcin meen CoRR e is iteioe are Ratatat nes Dall 35) 3.6 aH) 
PUR Rary ee ness at dat gia. es We Fess ws 0.4 0.3 0.3 0.3 
Ot eriCOUn tries Daren aatie wee CG cuore Sa kP die ass 8.7 9.5 9.9 9.5 
Total 30.7 32.5 31.4 AOE e 


nnn nee LEE aE 


Source: Economic Commission for Europe, 
Monthly Bulletin of Coal Statistics (Geneva). 


It appears that coal formed an even larger proportion 
of Polish exports to eastern Europe than of its total 
exports.2° Polish production and exports of coal are not 
expected to increase as much as exports of other goods, 
however, and the share of coal in total exports is there- 
fore likely to fall. Other Polish exports to eastern 
Europe include agricultural produce, non-ferrous 
metals, particularly zinc, and certain finished products, 
including chemicals, capital goods and textiles. 


In 1950 and 1951, agricultural products continued to 
be of greater significance, in relation to total exports, 
for Bulgaria, Hungary and Romania than for the other 
countries within the area. Bulgaria is likely for some 
time to remain predominantly an exporter of agricul- 
tural products, though the emphasis is to be shifted 
from tobacco to other crops and livestock. Hungary, 
however, developed significant exports of machinery, 
tractors and transport equipment, and Romania ex- 


4 At annual rate. 
b Including foreign bunker coal. 


ported industrial raw materials, notably timber and 
oil. The growing industrialization of Hungary, as in 
other countries in the area, resulted in heavy pressure 
upon food supplies with the result that the country has 
been led to re-examine the structure of its exports, of 
which over one-third in recent years has consisted of 
agricultural products. 


Imports into the various countries of eastern Europe 
in 1950 and 1951 were geared to the requirements of 
the industrial development plans and the agricultural 
deficits caused by the growth of industry. Czechoslo- 
vakia and east Germany were the largest importers of 
food, and both countries also imported raw materials 
and capital equipment on a considerable scale. As much 
as 40 per cent of total Polish imports in 1950 was com- 
posed of capital goods, a large part of the remainder 
consisting of raw materials. Industrial raw materials 
and equipment comprised virtually the entire imports 
of Bulgaria, Hungary and Romania. 


Trade of the Mainland of China” 


The changes in the political and economic structure 
of the area controlled by the Central People’s Govern- 
ment of the People’s Republic of China are of more 
recent origin than those in eastern Europe, and its trade 
continued to reflect this fact until mid-1951 at least. In 
the first place, the Central People’s Government had 
not, by mid-1951, established a complete government 
monopoly of its foreign trade, though the leading ex- 
port commodities were traded by the government mo- 
nopolies. In 1950, almost one-half of the exports and 
over one-quarter of the imports of the area were still 
traded by private concerns, which carried out such 
transactions subject to control by the Ministry of Trade 
through a licensing system. In addition, while the share 


20Tt is probable that the larger part of the 9 million tons 
whose destination is not specified in table 75 went to the Soviet 


Union. 
21 The trade of Taiwan is included in the scope of the analysis 
in chapter 6, above. ; 


of eastern Europe in this trade increased rapidly in 
1950, trade with the rest of the world still amounted to 
some three-quarters of the total. The geographical struc- 
ture of this trade is set out in table 76. 


In general, the share of the United States in the trade 
of mainland China with the west fell sharply, owing to 
controls on trade established by the United States. On 
the other hand, the share of the oversea sterling area, 
and particularly of Hong Kong, rose considerably. 
However, most of Hong Kong’s trade consists of transit 
transactions.22 Its re-exports comprised a wide range of 
goods, of which rubber from Malaya was the most im- 
portant; other leading items were chemicals, textiles 
and other manufactures. Hong Kong’s exports increased 
sharply early in 1951, in anticipation of the extension 


22 It appears that data in table 76 relate to imports from the 
country of primary origin, and for this reason imports from 
Hong Kong are stated to be only 1.5 per cent of total imports 
in 1950. 
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Table 76. Direction of Trade of Mainland of 
China, 1950 


(Percentage of total) 
a 


Imports Exports 

Country of origin Per cent Destination Per cent 
United States..... 29 USSRisterEN sce 27 
SSR eteccre eet: 20 Hong Kong...... 26 
Malayaroass 2 12 United States..... 18 
United Kingdom.. 8 United Kingdom.. 6 
Indigaeer ocean 6 Other countries... 23 
JADA era ye Pe on 5 
Other countries... 20 

Total 100 Total 100 


a a a a 
Source: Hsin Hua Monthly (Peking), April 1951. 


of controls, which were tightened considerably in the 
second quarter of 1951, particularly on rubber.”* 


The trade of Pakistan with the area controlled by the 
Central People’s Government consists largely of the 
export of raw cotton and jute and the import of cotton 
twist and yarn. India’s trade with the mainland was a 
negligible proportion of its total trade in 1950. In 
1951, India imported 66,000 tons of rice and 360,000 
tons of milo from the Chinese mainland, in exchange for 
jute manufactures, under agreements signed in January 


and May. 


In 1950 Japan imported from the mainland certain 
foodstuffs, notably rice, ground-nuts, salt, and soya 
beans, and important industrial materials such as cok- 
ing coal and iron ore; these are traditional items in 
Japan’s trade with China. The composition of Japan’s 
exports to the mainland differed somewhat from pre- 
war, consisting to a larger extent of machinery and 
metals and metal products. In December 1950 exports 
to the Chinese mainland of a wide range of goods, par- 
ticularly machinery, were suspended by Japan, and as 
a result the Central People’s Government curtailed ex- 
ports to Japan. 


In 1950 just over one-quarter of the total trade of the 


23 Net imports of rubber by the mainland of China were 27,000 
long tons in 1949, 70,000 in 1950, 64,000 in January to March 
1951 and 26,000 long tons in April to June 1951. 


24 The credit agreement signed in February 1950 provided for 
a loan of $300 million extended over five years, at an interest 
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mainland of China was conducted with eastern Europe. 
The sharp reorientation of this trade in 1951 is re- 

flected in the fact that while the volume of exports in 

the first ten months of the year was about 20 per cent 

higher than in 1950, the Central People’s Government 
planned that more than three-quarters of total exports 

would be directed to eastern Europe. This plan implies 

a threefold increase in trade with eastern Europe in 

1951, and a substantially reduced volume of trade with 

the rest of the world. 


Trade with the Soviet Union began to increase rapidly 
in 1950 under the terms of trade and credit agreements”* 
signed in February and April 1950. In addition, under 
agreements concluded in March 1950, provision was 
made for mixed corporations in civil aviation and in the 
mining of petroleum and non-ferrous metals in Sin- 
kiang. 


Under various trade agreements, trade with eastern 
European countries other than the Soviet Union was 
planned to compose over one-quarter of the total trade 
of the Chinese mainland in 1951], as against only 2 per 
cent in 1950. Large-scale shipments from these countries 
began to arrive towards the end of 1950. 


The exports of the area controlled by the Central 
People’s Government of the People’s Republic of China 
continued to be composed of traditional agricultural 
items such as soya beans, which accounted in 1950 for 
14 per cent of all exports, ground-nuts (5 per cent) and 
tea (3 per cent), and industrial materials such as tung 
oil (7 per cent), bristles (7 per cent), wool (4 per cent) 
and coal and mineral ores. 


Changes in the geographical structure of trade have 
been associated with a shift away from imports of con- 
sumer goods to imports of raw materials and capital 
equipment.” In 1950 raw materials accounted for two- 
fifths of total imports from all sources—30 per cent con- 
sisting of raw cotton and rubber; and a quarter to a 
third of total imports comprised capital goods and 
chemicals. Imports from the Union of Soviet Socialist 
Republics consisted almost entirely of transport and 
other equipment and industrial raw materials. 


rate of one per cent, to pay for imports of equipment and mate- 
rials for industry. The loan is to be repaid over a period of ten 
years beginning at the end of 1954, 


25 A protective tariff was established to encourage this process. 
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The following sources were employed in compiling the “Chronology”; as the list indicates, the information has 
not always been obtained from international or inter- governmental organizations. The accounts of economic events 
contained in the pages which follow are summaries of the principal facts as given in these sources. 


Bank for International Settlements, Press reviews Keesing’s Publications, Ltd., Keesing’s Contemporary 
(Basle, Switzerland) Archives (Bristol) 
Economic Cooperation Administration, annual and New Times (Moscow) 


meniadie reports (Washington, D.C.) Royal Institute of International Affairs, Chronology 


Export-Import Bank of Washington, annual reports of International Events and Documents (London) 


(Washington, D.C.) 
Facts on File (New York) 


United Nations, Treaty Series 
United States Department of State, Department of State 


International Bank for Reconstruction and Develop- Bulletin and Treaties and Other International Acts 
ment, annual reports (Washington, D.C.) (Washington, D.C.) 
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Bank International Bank for Reconstruction and Development 
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ECA Economic Cooperation Administration of the United States 
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ECLA United Nations Economic Commission for Latin America 
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ERP European Recovery Program 


Export-Import Bank (United States) Export-Import Bank of Washington 


FAO Food and Agriculture Organization of the United Nations 

Fund International Monetary Fund 

GATT General Agreement on Tariffs and Trade 

ICAO International Civil Aviation Organization 

ILO International Labour Organisation 

IRO International Refugee Organization 

MSA Mutual Security Agency of the United States 

OEEC Organisation for European Economic Co-operation 

TCA Technical Cooperation Administration of the United States (“Point Four’’) 
UNESCO United Nations Educational, Scientific and Cultural Organization 
WHO World Health Organization 
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CHRONOLOGY OF MAJOR ECONOMIC EVENTS 


January to December 1951? 


JANUARY 
1 Austria. Rationing of fats reintroduced. 


China (People’s Republic)-India. Barter agree- 
ment signed for exchange by 1 April of 50,000 tons 
of Chinese rice for 37,000 bales of Indian jute. 


Belgium-Luxembourg — France. Trade agreement 
concluded with Belgium-Luxembourg economic 
union for first half of year, raising total goods ex- 
portable to France by 100 million French francs. 


Germany (eastern). Rationing of bread, other ce- 
real products and pulses abolished. 


Japan-Pakistan. Trade agreement concluded for 
year ending 30 September 1951: Pakistan to supply 
raw cotton, jute and wool to value of £18.2 million, 
and wheat and rice to value of £3.7 million; Japan 
to deliver £29.8 million in cotton and woollen tex- 
tiles, and machinery to value of £3.7 million; pay- 
_-~lnents to be made on sterling basis. 


2 Saudi Arabia. Agreement announced with Arabian- 
American Oil Company, under which Saudi Arabia 
will collect income taxes as well as royalties, in- 
creasing Saudi Arabia’s income by one-third and 
bringing it to half of company’s net earnings; agree- 
ment retroactive to beginning of 1950. 


3 Hungary. Rationing of sugar, white flour and maca- 
roni reintroduced. 


4 Uruguay. System of priority import permits intro- 
duced to adjust purchases to sterling balances. 


5 Argentina-France. One-year trade agreement signed 
for $300 million exchange of Argentine grain, oil 
and wool for French steel, coal and luxury manu- 
factures. 


Thailand. Agreement reached to settle outstanding 
war claims of Australia, India and UK for £5.2 
million. 


6 Argentina-Japan. Agreement announced to prolong 
indefinitely trade agreement with original expira- 
tion date of 31 December 1950. 


GH 


14, 


We 


18 


19 


20 


22 


January (continued) 


9 Germany (western) -Sweden. One-year trade agree- 
ment concluded for exchange of German coal, steel 
and iron products for Swedish iron ore, timber, pulp 
and paper. 


UK. Abandonment announced of original east Afri- 
can ground-nut scheme; modified experimental 
project to be continued under Colonial Office; £36.5 
million previously advanced to Overseas Food Cor- 
poration to be written off. 


Colombia—Export-Import Bank. Credit of $1.5 mil- 
lion authorized for purchase of locomotives. 


Export-Import Bank—Liberia. $5 million author- 
ized for highway improvement and construction. 


Costa Rica-US. Agreement signed for technical 
assistance under TCA. 


Yugoslavia. Prices of rationed food, soap and fuel 
reduced by 38 to 40 per cent; prices of matches, salt, 
kerosene and tobacco doubled. 


Egypt-USSR. Agreement reached for Egyptian pur- 
chase of 50,000 tons of wheat at £36.5 a ton. 


Bank-Brazil. Additional loan of $15 million granted 
to Brazilian company for electric power develop- 
ment, increasing original $75 million loan of 27 


January 1949. 


Norway-Poland. Six months’ trade agreement con- 
cluded, to 30 June 1951, for Polish exports of coal 
and coke and Norwegian exports of whale fat, her- 
ring, iron ore and pyrites. 


Israel-UK. Agreement reached on release of Israeli 
blocked sterling balances in two years, in amounts 
of £7 million and £6.7 million a year. 


China (People’s Republic) -Hungary. Trade agree- 
ment for 1951 concluded for exchange of Chinese 
raw materials for Hungarian industrial raw ma- 
terials and equipment. 


Denmark-USSR. Agreement concluded 
change, over approximately six months, 
pedigreed cattle for USSR potash. 


for ex- 


of Danish 


cember UK offered Yugoslavia £2 million credit for purchase of 
raw materials; 22 December Ireland-Netherlands, trade agree- 
ment signed, replacing that of November 1949. 


1 The following events in December 1950 were not included 
in the Chronology of the World Economic Report, 1949-50: 20 
December Norway-Spain, trade agreement concluded; 21 De- 
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January (continued ) 


Australia. Programme announced providing for 
assisted immigration of 200,000 in 1951. 


Bank-Union of South Africa. Loan of $50 million 
granted; $20 million for transport and $30 million 
to Electric Supply Commission for electric power. 


Union of South Africa. Private loan of $10 million 
and revolving credit of $20 million obtained from 


US banks. 


Nepal-US. Agreement signed for technical assist- 
ance under TCA. 


China (People’s Republic). Dollar revalued at 
23,000 to one US dollar. 


Honduras and Peru-US. Agreements signed for tech- 
nical assistance under TCA. 


Norway-Spain. First post-war trade agreement con- 
cluded, to value of 74 million kroner. 


Argentina-Sweden. Agreement concluded, supple- 
menting 1948 trade pact and expanding exchanges. 


Egypt-Poland. Agreement for 1951 concluded, pro- 
viding for exchange of Polish agricultural products, 
chemicals, timber and minerals for Egyptian cotton 
and phosphates. 


Tran. Decree announced providing all agricultural 
lands held by crown to be sold to peasants on long- 
term credits. 


Israel-Yugoslavia. One-year trade agreement signed 
for exchanges to value of $2.5 million. 


Norway-UK. First post-war non-sterling area loan 
floated in the London market: £5 million to Norway 
to finance merchant ships. 


Germany (western)-Uruguay. Trade with western 
Germany suspended by Uruguay because of $10 
million debit balance. 


FEBRUARY 


Austria-Sweden. One-year agreement for trade of 
40 million to 50 million kronor became effective. 


Belgium-Finland. Trade agreement concluded for 
1951, providing for exchanges to value of 1,000 mil- 
lion francs in each direction. 


Czechoslovakia-Sweden. One-year trade agreement, 
decreasing exchanges from 1950 total of 254 million 
kronor to 210 million kronor, became effective. 


Syria, Law nationalizing electricity, tramway and 
water supply enterprises passed by Parliament. 


France-Indonesia. One-year trade agreement an- 
nounced for French exports of textiles, chemicals, 
steel products and machine tools to amount of 
11,400 million francs, and Indonesian exports of 
copra, chocolate and sisal to amount of 9,800 mil- 
lion francs, 
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February (continued ) 


Union of South Africa. Relaxation of import cons 
trols announced as result of improved currency re+ 
serves. 


Bulgaria. Development loan of 10,000 million lev. 
oversubscribed by 5,000 million leva in two days. 


Bulgaria-Hungary. Agreement for 1951 trade con- 
cluded, providing for Bulgarian exports of far 
and chemical products, minerals and raw material 
in exchange for Hungarian chemicals, machinery: 
and industrial equipment. 


Italy, Plans announced for distribution of 3.75 mil-- 
lion acres of farmland to farmers between mid-1951_ 
and 1953; present owners to receive $40 to $60 ani 
acre; Government to spend $130 to $200 an acre on! 
improvements; and purchasers to pay for farms of” 
20 to 50 acres in 30 annual instalments. 


Finland-Germany (western). Trade agreement of 
1949 extended by protocol fixing 1951] trade volume : 
at $37 million. 


Afghanistan-US. Agreement signed for technical 
assistance under TCA. 


Brazil—Export-Import Bank. Credit of $30 million 
authorized for Brazilian company for production of 
manganese ore. 


Argentina-Brazil. Agreement reached for weekly 
shipment of 2,500 tons of Argentine meat to Brazil 
until domestic supplies in Brazil become normal. 


Pakistan-US. Agreement signed for technica] assist- 
ance under TCA. 


China (People’s Republic)-USSR. Transfer an- 
nounced to People’s Republic of China of a number 
of Manchurian industrial plants. 


UK. All sterling area restrictions on oil imports 
from dollar area lifted; in return US firms agreed 
to obtain more oil from sterling area countries and 
to reduce “dollar content” of oil products sold in 
sterling area. 


Greece-Yugoslavia. Railway freight service, inter- 
rupted during Greek civil strifes, resumed. 


UK. Nationalization of firms accounting for 91.8 


per cent of iron and steel production became effec- 
tive. 


Bank-Ethiopia. Loan of $1.5 million granted for 
telecommunications. 


Traq-UK. Financial agreement concluded for meet- 
ing Iraq’s currency requirements; Iraqi working 
peace to be increased from £2 million to £4 mil- 
ion. 


Japan-Sweden. Agreement for 1951 trade con- 
cluded, providing for exchanges to value of 55 
million kronor in each direction. 
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February (continued ) 


20 Dominican Republic-US. Agreement signed for 
technical assistance under TCA. 


22 Australia-Netherlands. Five-year treaty signed, 
under which Australia to receive 25,000 immigrants 
from the Netherlands in 1951 (see 23 January). 


23 Austria-Denmark. One-year trade agreement be- 
came effective for Danish deliveries of 37 million 
kroner and Austrian deliveries of 31 million kroner, 
permitting a 6 million kroner export surplus to 
cover Danish tourist expenditures. 


25 Czechoslovakia. Reintroduction announced of bread 
and flour rationing, which had been abolished in 
October 1949. 


India-Pakistan. Trade agreement to June 1952 con- 
cluded for exchanges of Pakistan raw jute, cotton 
and food grains for Indian coal, steel, textiles and 
cement; exchange transactions to be on basis of 
par value of Pakistan rupee. 


26 International Materials Conference. International 
committee on copper, lead and zinc, first committee 
established under International Materials Confer- 
ence, met in Washington; Australia, Belgium (for 
Benelux), Canada, Chile, France, western Germany, 
Italy, Mexico, Norway. Peru, UK and US partici- 
pated in work of committee. 


27 Jordan-US. Agreement signed for technical assist- 
ance under TCA. 


MARCH 


1 Denmark-Hungary. One-year trade agreement for 
exchange of goods to value of $3 million became 
effective. 

USSR. Reductions announced of up to 21 per cent 
in prices of food, furniture and other articles. 


3 Jordan-UK. Agreement initialled for settlement of 
financial questions outstanding from Palestine man- 
date; £2.5 million from special account released to 
Jordan. q 


on 


Paraguay. Guarani devalued from 3.09 to 6 to one 


US dollar. 


Colombia-US. Agreement signed for technical as- 
sistance under TCA. 


ON 


Germany (western). Revision of occupation statute 
announced in three-Power declaration ; Allied High 
Commission to relinquish powers in the field of 
‘nternal action and retain only formal supervision 
over foreign trade and exchange. 


co | 


ECAFE. Seventh session, from 28 February, con- 
cluded at Lahore, Pakistan. 


8 Export-Import Bank—Uruguay. Credit of $2.8 mil- 
lion authorized for electric locomotives and spare 
parts. 
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March (continued) 


Poland-USSR. Agreement for 1951 trade signed, 


increasing reciprocal deliveries by 25 per cent. 


Czechoslovakia-USSR. Supplementary trade agree- 
ment announced for exchange of 155,000 tons of 
USSR bread grains for Czechoslovak industrial 
products. 


Poland-Sweden. Agreement reached to price Polish 
coal after 1 March 100 per cent higher than in June 
1950. 


Bolivia-US. Agreement signed with Bolivia for 
technical assistance under TCA. 


France-Hungary. One-year agreement concluded 
for exchanges of 3,500 million francs of French 
industrial products for equal value of Hungarian 
agricultural produce. 


Germany (eastern)-USSR. Trade agreement con- 


cluded. 


Bulgaria. Manufactured goods derationed and 
prices reduced; wages, pensions and scholarship 
payments increased. 


United Nations Economic and Social Council. 
Twelfth session, from 20 February, concluded at 
Santiago de Chile. 


Colombia. Import controls imposed to combat 
black market in scarce commodities, following 20 
March devaluation of peso to 2.5 to one US dollar 
on all foreign exchange, except for 2.3] rate on 
coffee exports. 


Germany (eastern) -Hungary. One-year trade agree- 
ment concluded, providing for 100 per cent increase 
in exchanges over preceding year. 


Hungary. Strict rationing of foodstuffs introduced. 


Cuba—Export-Import Bank. Loan of $12 million 
authorized for Cuban company for equipment, ma- 
terials and services. 


Argentina-India. Agreement concluded for ex- 
change of 60,000 tons of Indian jute for 468,000 
tons of Argentine wheat. 


APRIL 


Denmark-Norway. One-year agreement, increasing 
the volume of trade, became effective. 


Denmark-Portugal. One-year trade agreement, for 
exchanges totalling 170 million kroner, became ef- 
fective. 


Finland-Netherlands. One-year agreement, for trade 
of 170 million guilders in each direction, became 
effective. 

Finland-Sweden. One-year trade agreement, increas- 


ing exchanges from 65 million to 100 million kronor 
in each direction, became effective. 
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April (continued ) 


2 Germany (western). Restrictions on shipbuilding 
and production of machine tools, synthetic oil and 
rubber lifted by Allied High Commission; pro- 
hibition of production of arms and munitions con- 
tinued. 


Pakistan-UK. Trade agreement signed. 


5 Australia-UK. Agreement reached for increase in 
price of Australian butter, cheese and eggs. 


Finland-Switzerland. Agreement ending 31 August 
modified, to double Finnish deliveries of cellulose, 
wood-pulp and paper, and to increase Swiss de- 
liveries by one-third, thus permitting virtual re- 
demption of Finnish clearing deficit. 


6 Bulgaria-USSR. Agreement signed, increasing 1951 
trade by 25 per cent. 


9 Federation of Malaya. Controls imposed on desti- 
nation of rubber exports. 


10 Bank-Colombia. Loan of $16.5 million granted for 


highway construction and rehabilitation. 


Peru. Six-year plan announced for development of 
agriculture and roads. 


12 Export-Import Bank—Mexico. Credit of $1.87 mil- 
lion authorized for two Mexican companies for 
financing erection of sulphur plant. 


Japan-Netherlands. Agreement signed for exchange 
of goods and services to value of $7.3 million. 


14 Argentina-Finland. One-year trade agreement con- 
cluded for Finnish deliveries of $45 million in 
wood, cellulose and paper for Argentine deliveries 
of $33.4 million in rye, hides, wool and oilcake. 


Finland-Poland-USSR. Trilateral agreement signed 
providing for partial payment for Finnish exports 
to USSR by Polish imports. 


Finland-Romania. Agreement signed providing for 
deliveries, by end of 1951, of 300 million markkaa 
in Finnish machines and wood products for Ro- 
manian deliveries of timber, chemicals and silver. 


Finland-UK. Most comprehensive trade agreement 
ever concluded by Finland signed; Finnish deliv- 
eries to be increased by £20 million to £80 million; 
Finland to export pitprops, newsprint and other es- 
sential materials; UK to export coal, coke and steel. 


France-Yugoslavia. Economic agreement signed, in- 
cluding provision for Yugoslavia to resume service 
on Yugoslav loans outstanding in France, one-year 
agreement for trade of 4,000 million French francs 
in each direction, and compensation over ten-year 
period for French assets and property affected by 
Yugoslav nationalization, 


15 Israel-UK. Grant to Israel of credit of £2.5 million. 


16 UK. London tea market, closed since August 1939, 
reopened. 


17 France-Germany (western). Pool of 100,000 rail- 


18 


20 


21 


23 


26 


April (continued) 


way goods wagons established, each country to con- 
tribute equally. 


UK-Yugoslavia. Loan of £4 million granted by U 
for purchase of UK raw materials, bringing total t) 
UK credits extended to Yugoslavia to £9 million. 


European Coal and Steel Community. Agreement: 
pooling coal and steel industries signed by Belgium, 
France, western Germany, Italy, Luxembourg and: 


Netherlands. 


El Salvador-US. Agreement signed for technical! 
assistance under TCA. 


Chile-US. Agreement announced increasing the: 
price of Chilean copper sold in US by 6 cents a; 
pound to 3014 cents a pound; resultant increase in. 
Chilean dollar reserve estimated at approximately’ 
$77.5 million per year. 


Egypt-Germany (western). One-year trade agree- 
ment concluded for exchange of $54 million in each 
direction; Egypt to deliver cotton in exchange for 
German industrial products, chemicals and textiles. | 


GATT. Conference, from 28 September 1950, ex- 
tended to 1 January 1954 the agreements reached at 
Geneva in 1947 and Annecy in 1949; 147 new tariff 
concessions negotiated and accession of seven new 
members—Austria, western Germany, Korea, Peru, 
Philippines, Turkey and Uruguay—accepted. 


Argentina-UK. One-year supplementary trade and 
financial agreement concluded, providing for ship- 
ment of 230,000 long tons of meat at £130 a ton, 
compared with £97 10s. in 1949/50, in exchange 
for UK oil, petroleum by-products, coal and tin- 
plate; UK to pay £10.5 million in settlement of 
Argentine claims following UK devaluation and 
£6.25 million to cover price adjustments on meat 
shipped between July 1949 and July 1950; Argen- 
tina to import £5 million in non-essential UK goods 
and receive sterling credits up to £20 million to 
rebuild trade. 


Sweden-USSR. Trade agreement for 195] signed, 
providing for exchanges of 40 million kronor in each 
direction; Sweden to deliver iron, steel and machin- 
ery for USSR asbestos, coal and manganese. 


UK-Uruguay. One-year supplementary trade and 
financial agreement concluded, providing for ship- 
ment of 20,000 long tons of meat at prices similar 
to those paid Argentina; UK to pay £1.5 million as 
final adjustment on price of meat shipped during 
year ended December 1950 and buy any additional 
meat Uruguay may supply. 


Argentina—Export-Import Bank. Credit of $5 mil- 
lion authorized for Argentine company for purchase 


oe equipment for production of tungsten and sul- 
phur, 
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April (continued) 


WMO. First congress, from 19 March, concluded 
in Paris. 


Tran. Nationalization of oil industry voted by Par- 
liament. 


MAY 


Ecuador-US. Agreement signed for technical as- 
sistance under TCA. 


Finland-Italy. Trade and payments agreement con- 
cluded for exchanges of $15 million in each direc- 
tion. 


Czechoslovakia-Poland. Five-year agreement, in- 
creasing trade, concluded for exchange of Czecho- 
slovak equipment for steel, chemical and coal in- 
dustries, for Polish coal, zinc and agricultural prod- 
ucts. 


UK. Rubber shipments to People’s Republic of 
China suspended for remainder of year. 


Australia. Shipments of strategic materials to Hong 
Kong and other Asian ports restricted. 


United Nations General Assembly. Embargo voted 
on shipment of arms and other categories of goods 
to People’s Republic of China and to north Korea. 


Germany (eastern) -Poland. Trade agreement con- 
cluded for exchange of German machinery and in- 
dustrial equipment for Polish coal and agricultural 
machinery. 


Export-Import Bank—Nicaragua. Credit of $600,000 
authorized for improvement of electric utility plant. 


Germany (western). Decision announced by Allied 
High Commission to return blocked German foreign 
assets to countries of issue as German external assets 
on reparations account. 


WHO. Fourth assembly, from 7 May, concluded 


in Geneva. 


France, UK and US-Germany (western). Commis- 
sion formed by France, UK and US to work out 
settlement of German $4,500 million foreign debt, 
of which $1,000 million consists of pre-war eco- 
nomic aid, and remainder consists of aid since the 
war. 


JUNE 


Finland-France. One-year agreement signed, in- 
creasing trade from 14,000 million to 37,000 million 


francs—the rise caused chiefly by price increases. 


Hungary-Netherlands. One-year trade agreement 
became effective, providing for exchanges totalling 
25 million guilders of Netherlands chemical prod- 
ucts and machinery for Hungarian wheat, timber 


and textiles. 


June (continued) 


1 Netherlands-Spain. One-year trade agreement con- 
cluded for exchange of 80 million guilders in each 
direction. 


Sweden-Switzerland. One-year trade agreement con- 


cluded. 


6 Czechoslovakia-Germany (eastern). Agreement in- 


creasing trade by one-third signed; Germany to 
deliver raw materials in exchange for coke and 
heavy industry goods. 


7 Bank-Nicaragua. Loan of $4.7 million granted: 
$3.5 million to Government for highway construc- 
tion and $1.2 million to National Bank for agri- 
cultural machinery. 


8 Nicaragua-US. Agreement signed for educational 
projects under TCA. 


10 Indonesia-Italy. First trade agreement, to value of 


25,000 million lire, concluded. 


11 Czechoslovakia-Finland. Agreement signed covering 


Finnish-Czechoslovak trade to end of 1951 under 
Czechoslovak-Finnish-USSR agreement of 1 Decem- 
ber 1947; Czechoslovakia to export cars, sugar, 
machinery and chemicals to Finland and receive 
equivalent goods from USSR. 


13 ECE. Sixth session, from 29 May, concluded at 


Geneva. 


14 Export-Import Bank—Liberia. Credit of $1.35 mil- 


lion authorized for construction of water supply 
distribution and sewerage system. 


15 Eritrea-US. Agreement signed for technical assist- 


ance under TCA. 


India-US. Loan of $190 million granted to India 
for grain purchases to avert famine. 


Libya-US. Agreement signed for technical assist- 
ance under TCA. 


16 Australia-Germany (western). Trade agreement for 


1952 concluded, providing for Australian exports of 
£A 10 million and German exports of £A 15 mil- 
lion; no restrictions on German imports into Aus- 
tralia while Germany is in soft currency area. 
ECLA. Fourth session, from 29 May, concluded at 
Mexico City. 

Guatemala. Foreign debt eliminated with repayment 
of $400,000 to US. 

US. Reciprocal Trade Agreements Act renewed by 
Congress for two years. 


18 ICAO. Fifth session of assembly, from 5 June, con- 


cluded in Montreal. 


20 Bank-Iceland. Loan of $2.45 million granted for 


electric power development. 
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June (continued) 


Belgium-US. Loan of $15.5 million granted to Bel- 
gium through Export-Import Bank from ECA spe- 
cial reserve for oversea development. 


Cuba-US. Agreement signed with Cuba for technical 
assistance under TCA. 


China (People’s Republic)-Czechoslovakia. Trade 
agreement concluded for 1952, increasing exchanges 
fourfold. 


Spain-Turkey. One-year trade agreement concluded 
for exchanges of goods to value of $8.7 million in 
each direction. 


UK. Export licence control imposed by UK on all 
goods for People’s Republic of China and for Hong 
Kong. 


Mexico-US. Agreement signed for technical assist- 


ance under TCA. 


Denmark-Netherlands. One-year trade agreement 
concluded. 


Export-Import Bank—Union of South Africa. Credit 
of $35 million authorized for several firms in Union 
of South Africa for mining equipment, materials 
and services. 


Argentina. Export of live cattle banned because of 
shortage. 


ILO. Thirty-fourth International Labour Confer- 
ence, from 6 June, concluded in Geneva. 


Colombo Plan. British Commonwealth plan for six- 
year development programme of £1,868 million in 
British colonies and allied countries of southern and 
south-eastern Asia became operative. 


Cuba. Peso declared sole currency, established at 
par with US dollar, which ceased to be legal tender. 


JULY 


Belgium and Luxembourg-France. One-year trade 
agreement concluded. 


Brazil-France. One-year agreement concluded for 
French purchases of $116.7 million in coffee, cotton 
and cocoa and Brazilian purchases of $105.7 million 
in capital goods. 


zechoslovakia-France. Trade agreement renewed 
for one year for exchange of goods worth 13,000 
million francs, providing for French import surplus 
to allow for settlement of certain French claims in 
Czechoslovakia. 


Denmark-Finland. One-year trade agreement be- 
came effective, increasing Finnish exports from 190 
million to 290 million kroner and Danish exports 
from 150 million to 250 million kroner; balance to 
be applied to redeem Danish balances in Finland. 


Denmark-Spain. Trade agreement became effective 
for exchange of goods worth 135 million kroner. 
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July (continued ) 


Egypt-UK. Agreement concluded for release during 
1951/52, from Egypt’s £230 million blocked credit, 
of £25 million and the equivalent of $40 million; 
from 1952 to 1960, UK to release £10 million an- 
nually and to supply £11 million annually in 
petroleum. 


Germany (western )-ltaly. One-year trade agreement 
concluded 8 June became effective. 


India-USSR. Barter agreement concluded for im- 
mediate USSR shipments of 100,000 tons of wheat 
against freely exportable Indian goods, chiefly tea 
and jute. 


Treland-Norway. First trade agreement concluded. 


Japan-Spain. Trade and financial agreement signed 
providing for substantial trade increase. 


Bank. First public floatation in Switzerland an- 
nounced of 50 million Swiss franc bond issue. 


Brazil-Czechoslovakia. Two-year trade agreement 
concluded for exchanges of $100 million. 


Export-Import Bank—Peru. Credit of $650,000 au- 
thorized for Peruvian company for expansion of 
tungsten production. 


Germany (western)-Pakistan. Trade agreement to 


end of 1951 concluded. 


Mexico-Switzerland. Trade agreement concluded 
covering period until September 1952. 


Egypt-USSR. Agreement concluded for USSR de- 
liveries of ££ 6.5 million in wheat in return for 
Egyptian rice and cotton, to be delivered in USSR 
ships to Hungary and Romania. 


UNESCO. Sixth general conference, from 18 June, 


concluded in Paris. 


Canada-Colombia. Agreement concluded for tech- 
nical and financial assistance in exploration of 
Colombian oil reserves by International Petroleum, 
Ltd., and by Canadian Government’s National Petro- 
leum Company. 


UK-US. Agreement signed with UK for technical 
aid under TCA for development of certain UK over- 
sea territories. 


Argentina-UK. Canned and frozen Argentine meat 
shipments to UK reduced because of credit scarcity. 


United Nations General Assembly. Acceptance of 
General Assembly ban on shipment of arms and 
other categories of goods to People’s Republic of 
China and to north Korea reported by thirty-three 


Members and five non-members of the United 
Nations. 


Argentina-Hungary. One-year trade agreement con- 


cluded for exchanges of $19 million in each direc- 
tion. 
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July (continued) 


Ecuador—Export-Import Bank. Credit of $1 million 
authorized for improvement and expansion of air- 
ports. 


Pakistan-UK. Agreement reached for release, over 
six years, of £54 million of blocked sterling. 


USSR-UK. Agreement concluded for £20 million 
purchase of timber by UK at delivered prices twice 
those of 1950. 


Germany (western)-Ireland. Trade agreement, to 
September 1952, signed for Irish exports of $3.5 
million and German exports of $5.2 million. 


Mexico. Export taxes cut 50 to 83 per cent on many 
major products to offset rise in production costs. 


Canada-UK. Wheat agreement concluded; UK to 
buy wheat to value of more than $200 million in 
crop year beginning 1 August. 


Export-Import Bank—Panama. Credit of $1.5 mil- 
lion authorized for completion of financing of hotel. 


Germany (eastern )-Romania. Trade agreement con- 


cluded. 


Mexico-US. Agreement for stabilization of peso at 
8.65 to one US dollar extended until 1953; US 
Monetary Stabilization Fund to buy up to 50 million 
pesos. 


Portugal and Sweden-US. Decision announced of 
Portugal and Sweden to renounce further aid under 
ECA because of their progress in economic recovery. 


Germany (eastern). Many food prices reduced by 
20 to 50 per cent and prices of manufactured goods 
by 18 to 25 per cent. 


AUGUST 


US. Notices given of cancellation of tariff conces- 
sions to eastern European and certain Asian 
countries; effective dates: 17 October for Bulgaria 
and 1 November for Czechoslovakia; all others ef- 
fective on or before 5 January 1952, except Hun- 
gary, where agreement requires one-year notice. 


Germany (western)-Japan. Trade agreement of $30 
million concluded. 


Burma-Japan. One-year trade agreement signed for 
exchanges amounting to $280 million. 


Romania-Switzerland. One-year trade agreement 
concluded for exchange of Romanian cereals and 
oil for Swiss machinery and electrical goods. 


Chile—Export-Import Bank. Loans totalling $11.1 
million granted to two Chilean companies for 
expansion of steel mill facilities and of ferro- 
manganese production. 
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August (continued ) 


Cuba-UK. Three-year sugar agreement signed, pro- 
viding tariff concessions to UK equal to those 


granted US. 


Italy. Distribution of additional 158,000 acres, in 
implementing of land reform programme, approved 
by Cabinet; of 975,000 acres to be allotted in 1951, 
383,000 acres have been apportioned. 


UK. Rationing of coke introduced; rationing of coal 
continued. 


Indonesia-Portugal. Trade agreement concluded for 
exchange of Indonesian raw rubber, tobacco and 
quinine for Portuguese cork, cotton prints and 
canned foodstuffs. 


Sweden-Turkey. Trade agreement renewed for ad- 
ditional year. 


Export-Import Bank—T hailand. Loan of $1.07 mil- 
lion authorized for purchase of three cargo vessels. 


Thailand-US. Agreement reached for sale of 125,000 
tons of rubber to US to end of 1952. 


Argentina-Bolivia. Agreement concluded for annuat 
Argentine investment of $3 million in Bolivian pub- 
lic works and $7.2 million in new joint economic 
development project. 


Argentina-Austria. One-year trade agreement con- 
cluded for exchanges to value of $30 million in each 
direction. 


Export-Import Bank—Mexico. Loan of $350,000 
eranted to Mexican company for production of man- 
ganese concentrates. 


Denmark-Greece. One-year trade agreement con- 


cluded. 


Romania-USSR. Long-term trade agreement signed, 
increasing trade for 1952 to 1955 by 50 per cent, 
compared with 1948 to 1951. 


SEPTEMBER 


Finland-Switzerland. One-year trade agreement for 
exchanges to amount of 25 million Swiss francs in 
each direction became effective. 


France-USSR. Commercial treaty signed. 


Japan. Japanese peace treaty signed at San Fran- 
cisco by delegates of 49 countries. 


France-Poland. One-year trade agreement concluded 
for exchanges amounting to 6,500 million francs 
in each direction. 


Iran-UK. Special financial and trading facilities ac- 


corded Iran withdrawn by UK. 


Afghanistan-Iran. Agreement for purchase of Iran- 
ian oil and oil products signed. 
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September (continued ) 


13 Bank-Belgium. Loans of $40 million and of $30 
million granted to Belgium for general development 
of Belgian Congo. 


14 Bank, Fund. Sixth annual meetings of Board of 
Governors of Bank and of Fund, from 10 September, 
concluded at Washington. 


17 China (People’s Republic)-India. Agreement an- 
nounced by India for purchase by People’s Republic 
of China of 20 million pounds of cloth and 2 
million pounds of yarn for delivery within one year. 


20 Export-Import Bank—Germany (western). Loan of 
$50 million authorized for Bank Deutscher Laender 
for purchase of US raw cotton. 


Germany (eastern-western). East-west trade agree- 
ment to value of $100 million concluded. 


21 United Nations Economic and Social Council. Thir- 
teenth session, from 30 July, concluded at Geneva. 


28 Fund. Rule requiring members to obtain approval 
before selling gold at more than $35 per ounce 
abandoned, but members urged to take effective 
action to prevent external transactions in gold at 
premium prices. 


Germany (eastern)-USSR. Trade agreement valid 
until 1955 signed, replacing one-year agreement an- 
nounced 18 March and providing for exchange of 
German heavy machinery and industrial plants for 
USSR raw materials and semi-finished products. 


OCTOBER 


1 Denmark-France. One-year trade agreement became 
effective, providing for French purchases amount- 
ing to 12,000 million francs and Danish purchases 
to value of 26,000 million francs. 


Denmark-Switzerland. One-year trade agreement 
became effective, providing for Swiss deliveries to 
value of 72 million francs and Danish deliveries to 
value of 43 million francs, the Danish deficit to be 


settled via EPU. 


Germany (western)-Spain. One-year trade agree- 
ment became effective raising exchanges from pre- 
vious total of $48 million to $62 million in each 
direction. 


2 Burma-India. Trade agreement announced; Burma 
to supply 240,000 tons of rice from May to Decem- 
ber 1951 and 350,000 tons annually to end of 1954, 
in exchange for gunny sacks, iron and steel products 
and cotton yarn. 


4 Export-Import Bank. Bill signed increasing lending 
authority of the bank by $1,000 million, to $4,500 
million and extending life of the bank five years 
beyond former expiration date of 30 June 1953. 


Pakistan-UK. Financial agreement signed replacing 
India-UK agreement of 15 August 1947 in so far as 
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October (continued ) 


it applied to Pakistan, providing release of £30 
million from blocked account to be held as currency 
reserve. and six annual transfers beginning 1 July 
1951 of £4 million from the blocked to the current 
account; UK to provide gold for Pakistan’s gold 
reserve to value of £4 million against blocked 
sterling. 

Ceylon-US. Technical assistance to Ceylon under 
TCA suspended because of latter's shipment of 
5,500 tons of rubber to People’s Republic of China 
on 2 October. 


Cuba-Germany (western). Three-year trade agree- 
ment concluded. 


Bank-Chile. Loan of $1.3 million granted to Chilean 
company for exploration and use of underground 
water resources. 


Bank-Italy. Loan of $10 million granted to Italian 
company for development of southern Italy. 


US. Mutual Security Act signed, establishing Mutual 
Security Agency to replace ECA as administrator 
of economic aid and to co-ordinate economic, mili- 
tary and technical aid programmes. 


Australia-UK. Fifteen-year meat agreement signed, 
effective July 1952, fixing minimum prices based on 
1950/51 for beef and veal for six years, and for 
mutton and lamb for three years; actual prices to 
be related to production costs. 


Bank-Yugoslavia. Loan of $28 million granted to 
Yugoslavia for equipment for seven basic produc- 
tive undertakings. 


Export-Import Bank—Venezuela. Loan of $4 million 
granted to Venezuelan company for expansion of 
cement plant. 


France. Forward dealings in foreign exchange sus- 
pended by Bank of France. 


India. Bill approved by Parliament giving Govern- 
ment control of major industries in interest of five- 
year national development plan. 


Egypt. Anglo-Egyptian treaty of 1936 and 1899 
Sudan condominium agreement abrogated by Egyp- 
tian Parliament. 


Germany (western). Limitation on powers of Ruhr 
Authority and eventual termination, upon coming 
into force of Schuman plan, agreed upon by signa- 
tories to London agreement of 28 April 1949 (Bel- 
gium, France, Luxembourg, Netherlands, UK and 


Us}: 
UK-US. Repayment in full of 1941 loan of $425 


million from Reconstruction Finance Corporation 
announced, five years ahead of final settlement date. 


Argentina-Italy. Measure to finance Italian emigra- 
tion to Argentina from blocked balances of 250 


million pesos in Argentina approved by Italian 
Parliament. 


Chronology, January to December 1951 
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October (continued ) 


Iran-USSR. Agreement signed for exchange of 6.000 
tons of USSR sugar for Iranian cotton. 


Argentina-Germany (western). One-year agreement. 
supplementing trade treaty of 1950. signed for ex- 
changes to value of $154 million in each direction. 


GATT. Sixth session of contracting parties. from 


17 September, concluded in Geneva. 


Turkey. Law designed to encourage foreign invest- 
ment adopted; transfer of interest. dividends and 
profits within certain limits guaranteed. 


Bank-Nicaragua. Loan of $550,000 granted for 
grain drying and storage plant. 


India. Crop deficit, caused by drought, estimated at 
5 million tons of grain, about the same as in 1950. 


Norway-Sweden. Agreement concluded for 1952 
trade, for exchanges to value of 300 million kroner 
in each direction. 


France-Poland. Agreement concluded for settlement 
of French claims against Poland for deliveries, serv- 
ices and contracts prior to 1 September 1939. 


Spain. Single exchange rate established for exports 
at 21.9 pesetas to one US dollar. 


NOVEMBER 


Bank-Iceland. Loan of $1 million granted to in- 
crease agricultural production. 


Bolivia—Export-Import Bank. Loan of $1 million 
authorized for Bolivian company for production of 
tungsten. 


Colombia—Export-Import Bank. Loan of $20 mil- 
lion authorized for purchase of US raw cotton. 


Denmark-Yugoslavia. One-year trade agreement be- 
came effective, providing for exchanges amounting 
to 26 million kroner each way; Danish seeds, chem- 
ical products and machinery for Yugoslav hemp, 
maize, timber and pyrites. 


France-Spain. One-year trade agreement became 
effective. providing for French exports of 15,000 
million francs and Spanish exports of 19,000 mil- 
lion francs. 


United Nations General Assembly. Sixth regular 
session opened in Paris. 


Canada-UK. Interest-free provisions and other ar- 
rangements for loan granted to UK in 1942 extended 
by Canada until 1 January 1954; principal of loan 
had been reduced from $700 million to $230 
million by payments averaging approximately $50 
million a year over a nine-year period. 


12 France-Sweden. One-year trade agreement con- 


cluded for exchanges to value of 3,500 million to 
4,000 million francs in each direction. 


13 
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November (continued ) 


Bank-Colombia. Loan of $2.4 million granted to 
Colombian company for the Labrija electric power 
project. 


Export-Import Bank—Japan. Loan of $40 million 
authorized for Foreign Exchange Control Board of 
Japan for purchase of US raw cotton. 


DECEMBER 


Czechoslovakia-Germany (eastern). Trade agree- 
ment for 1952 to 1955 signed, for exchange of Ger- 
man coal-mining equipment, machine tools and 
optical goods for Czechoslovak iron and steel, coke, 
seeds and hops. 


Iraq. Increase announced in income from oil royal- 
ties. to 50 per cent of profits of Iraq Petroleum 
Company, in accordance with agreement negotiated 
in August. 


Kuwait. Agreement announced by Kuwait Oil Com- 
pany, jointly owned by Anglo-Iranian (UK) and 
Gulf Exploration (US) companies, to divide oil 
profits equally with Sheikh of Kuwait, to increase 
latter’s revenues from $28 million to $140 million 
annually; increased facilities for training of na- 
tionals also agreed upon. 


Brazil—Export-Import Bank. Loan of $5 million 
granted to Brazilian company for construction of 
cement plant. 


Provisional Inter-governmental Committee for 
Movement of Migrants from Europe. Committee 
established to supervise migration of 115,000 after 
termination of IRO in December: contributions of 
Australia, Austria, Belgium, Bolivia, Brazil, Can- 
ada, Chile, France. western Germany, Greece, Italy, 
Luxembourg, Netherlands, Switzerland and Turkey 
to total $24 million: US to contribute $10 million. 


FAO. Sixth session of conference, from 19 Novem- 
ber, concluded at Rome. 


Bank-Paraguay. Loan of $5 million granted for 
agricultural development. 


Poland-Sweden. One-year trade agreement an- 
nounced to increase considerably the volume of 
trade. 


Canada—Export-Import Bank. Loan of $700,000 
granted to a Canadian company for completion of 
iron mine development. 


Israel-US. Interim agreement announced. under 
which $25.7 million would be made available to 
Israel for refugee relief and resettlement projects. 


Bolivia—Export-Import Bank. Loan of $1 million 
granted to an additional company in Bolivia for 
production of tungsten. 
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December (continued) 


21 Sweden-UK. New trade agreement signed. 


26 Ireland-Switzerland. Trade agreement signed, in- 
creasing volume of exports from each. 


28 Yugoslavia. Devaluation of dinar to one-sixth of 
existing rate announced. 


31 ECA/MSA. Total procurement authorizations un- 
der European programme as follows (in millions 
of US dollars, cumulative from 3 April 1948 to 31 
December 1951): 12,281.0; total paid shipments 
11,348.2 to following: Austria 573.2, Belgium- 
Luxembourg 520.5, Denmark 259.3, France 2,285.2, 
western Germany 1,277.2, Greece 500.6, Iceland 


Chronology, January to December 1951 


December (continued ) 


21.8, Ireland 146.1, Italy 1,140.1, Netherlands 
958.3, Norway 221.1, Portugal 37.2, Sweden 110.5, 
Trieste 31.9, Turkey 127.8, UK 2,747.7, Yugoslavia 
39.8; and EPU capital fund 350.0. Total procure- 
ment authorizations under Far East programme 
(from 5 June 1950) 246.8, total paid shipments 
103.4, including Burma 5.8, China (Taiwan) 70.9, 
Indochina 14.0, Indonesia 2.8, Philippines 4.7 and 
Thailand 4.8; total procurement authorizations for 
India (from 15 June 1951) 131.4, total paid ship- 
ments 110.5. Approved loans under Spanish pro- 
gramme (from 6 September 1950) 48.5; loan agree- 
ments signed by Spanish signatories 34.6; expendi- 
bures L751 


: aA ry AW 
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A 


African dependent territories, French in- 


vestments in, 104 


Agrarian Reform Law, China (People’s 


Republic) 1950, 35 
Agricultural employment, 17 


Agricultural equipment, USSR exports, 


115 


Agricultural output, see Production, ag- 


ricultural 


Agricultural products: 
exports from eastern Europe, 117 
exports from mainland China, 118 


Aluminium, consumption in US, 56 


Anticipatory buying, see Buying, anticipa- 


tory and speculative 


Argentina: 
agricultural production, 38, 44 
consumption, 41 
cost of living, 43, 45 
“dollar terms of trade’’, 45 
economic situation, 38 
foodstuff exports, 96 
gross national product, 44 


_-~ increase in investment, 44, 


meat exports to UK, 96 
public investments, 41 
quantum balance of trade, 39 
terms of trade, 41, 45 


Armaments programmes, see Korean hos- 


tilities; Rearmament programmes 


Australia: 
balance of payments, 22n. 
consumption, 19, 23 


consumption equivalent of gross national 


product, 20 
decrease in food production, 15 
exports, 22 
flow of capital from UK, 104 
flow of long-term capital to, 103 
government expenditure rise, 22 
eross national product, 19 
imports, 22, 98 
imports of capital goods, 99 
private investments, 22 
quantum balance, 17 
quantum of exports, 22 
terms of trade, 23n; 63 
trade balance, 98n. 
wages, money, 26 
wages, real, 26 
wool trade, 25, 94 


Austria, deterioration of trade balances, 79 


B 
Bacon, UK imports from Poland, 113 


Balance of payments, 7, 65-89, 100-107 
Australia, 22n. 
Japan, 65-89 


INDEX 


Balance of payments (continued) 


private enterprise economies, 3 
United States, 65-89 
western Europe, 23, 65-89 


Balance of trade, 22 


factors affecting, 75 

Far East, 45 

India, 46 

Japan, 47 

Latin America, 44 

Philippines, 49 

quantum balance, definition, 17n. 


Belgium: 


agricultural production, 21 

consumption, 23 

cost of living, 25 

decline in exports to planned economies 
111 

industrial production, 15 

private investments, 22 

restriction of imports from dollar area, 
81 

rise of import unit values, 25 

surplus with European Payments Union, 
80 

terms of trade, 23, 62n., 74, 75 

trade balances (1951), 75 

unemployment, 17, 22 


Belgium-Luxembourg, see Belgium 
Bolivia, tin exports, 94 
Brazil: 


agricultural production, 38 
coffee exports, 38, 95 
consumption, 42, 44 
economic situation, 38 
gross national product, 44 
industrial production, 44 
private investments, 41 
public investments, 41 
purchase of sterling from International 
Monetary Fund, 105 
quantum balance of trade, 40 
terms of trade, 40, 44 


Bulgaria: 


demand-supply situation, 30 
erain output, 29 

imports from USSR, 15 
intra-eastern European trade, 117 
trade, 114 


Buying, anticipatory and speculative, 3, 


25, 56 
Cc 


Canada: 


agricultural output, 21 

balance of payments, 108 

consumption, 20, 23 

conversion of sterling, 86 

demand upon existing food supplies, 25 
exports of non-ferrous metals, 94n. 

flow of long-term capital to, 103 

food supply, 29 
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Canada (continued ) 
gold reserves, 105 
gross national product, 23 
imports, 98, 99 
increase in dollar supply, 68 
petroleum production, 103 
quantum balance, 17 
residential construction, 22 
rise of import unit values, 25 
timber exports, 94 
trade with US, 96 
unemployment reduction, 21 
Canals, USSR, 33 
Capital: 
flight from France and UK, 80 
inflow into UK, 83 
outflow from UK, 70 
outflow from US, 67, 68; see also 
Speculation 


Capital, long-term, flow from US to pri- 
mary producing countries, 104 
Capital equipment, imports to Latin Amer- 
ica, 44 
Capital goods: 
demand for, 98 
imports by primary producing countries, 
99, 100 
imports by under-developed countries, 9 
increased exports from industrialized 
countries, 77 
reduction in imports, Latin America, 44 
supplies available for export, 11 
USSR trade with rest of eastern Europe, 
115 


Capital movements, 102-107 
Capital movements, speculative, 86 


Central American republics, coffee ex- 
ports, 95 


Central People’s Government of the Peo- 
ple’s Republic of China, see China 
(People’s Republic) 


Centrally planned economies, see Planned 
economies 


Ceylon: 
imports, 98 
sterling balances, 87 

Chile: 
accumulation of inventories of indus- 

trial goods, 44 

agricultural production, 38 
consumption, 41 
cost of living, 43, 45 
economic situation, 38 
gross national product, 44 
industrial production, 44 
mining output, 38 
public investments, 4) 
quantum balance of trade, 39 
steel production, 44 
terms of trade, 41, 45 
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Index 


China (People’s Republic) : 
economic policies, 35-37 
imports, 36n. 
trade, 117-18 
trade with eastern Europe, 118 
trade with USSR, 118 

China (Taiwan) : 
economic conditions, 38, 50-51 
import surplus, 96n. 
inflation, 50 
sugar exports, 95 

Civilian goods, see Consumer goods 


Coal: 
demand for, in eastern Europe, 112, 115 
Polish exports, 116 
production, Taiwan, 51 
reduction of western Europe’s imports, 
112 
shortage in western Europe, 6, 78 
US exports to western Europe, 68, 69 


Cocoa, export earnings, 91 


Coffee: 
export earnings, 91, 95 
exports, Brazil, 38, 95 
exports, Colombia, 95 


Collective farms, amalgamation in USSR, 
32 


Colombia, coffee exports, 95 


Commercial construction: 
Philippines, 49 


restrictions, 22 


Construction, see Commercial construc- 
tion; Residential construction 


Consumer goods: 

decreased demand for 3, 9, 88 

Far East, 45 

imports, 99 

imports by primary producing countries, 
98 

imports by under-developed countries, 9 

Philippines, 49 

production in private enterprise coun- 
tries, 4, 25 

production in eastern Europe, 29 


USSR 30; 32 


Consumption: 
Canada, 23 
decline, 19, 22, 29 
eastern Europe, 29 
Far East, 45 
increases, 10, 19 
India, 47 
Japan, 45, 47 
Latin America, 41, 44, 45 
Philippines, 49 
private enterprise economies, 23 
ratio to gross national product, 23 
USSR, 32 
United States, 23 
western Europe, 23 
Yugoslavia, 29 


Copper, consumption in US, 56 


Cost of living: 
Argentina, 43 
Chile, 43 
increase, 3, 25 
Latin America, 43, 45 
Mexico, 43 


Cotton: 
decline in exports to eastern Europe, 
112 
export, 63 
export earnings, 91, 94 
Cotton cloth: 
production, India, 47 
production, Taiwan, 51 
Council of Mutual Economic Assistance, 


113 


Credit controls, 22 
United States, 23 


Cuba: 
agricultural production, 38 
consumption, 42, 44 
decline in exports, 44 
economic situation, 38 
gross national product, 44 
industrial production, 44 
private investments, 41, 44 
public investments, 41 
quantum balance of trade, 40 
sugar exports, 95 
terms of trade, 40, 44 
Currency devaluation, see Devaluation 


Czechoslovakia: 
agricultural output, 29 
demand-supply situation, 30 
economic planning, 33 
exports of manufactures, 113 
food supply, 29 
imports from USSR, 115 
intra-eastern European trade, 116 
manpower shortages, 29 
rationing, 30 
trade, 114 
trade agreements with USSR, 115, 116 


D 


Deflationary policy: 
Denmark and the Netherlands, 22 
western Europe, 23 
Demand, pent-up, 9 
Demand and supply, eastern Europe, 29 
Denmark: 
coal imports from Poland, 112 
compulsory saving, 23n. 
consumption, 23 
deflationary policies, 75 
export profits, 25 
gross national product, 19, 21 
industrial production changes, 20 
investment in inventories, 22 
private investments, 22 
productivity, 21 
quantum balance increase, 22 
real wages, 25 
residential construction, 22 
taxation, 23 
terms of trade changes, 76 
unemployment, 17, 22 
Derationing: 
Hungary, 30 
Yugoslavia, 30 
Devaluation, 3, 25 
effect on trade balances of western Eu- 
rope, 17 
Dollar area: 
trade with sterling area, 84-86 


Dollar area (continued) 


trade with western Europe, 78 
Dollar area commodities, prices, 61 
Dollar deficit, 65-71 
effect of trade with eastern Europe on, 
tS 
reduction, 3, 70 
western Europe, 77-79 


Dollar gap, 77 
Dollar imports, restrictions, 7, 69 


Dollar pool, see Sterling area, oversea— 
dollar pool 

Dollar reserves, see Gold and foreign ex- 
change reserves 


Durable goods: 


consumption in Sweden, 23n. 
expenditures for, in United States, 23 


E 


Eastern Europe, see Europe, eastern 


Eastern Germany, see Germany, eastern 
East-west trade, 109-13 
Economic Cooperation Administration, 51 


Economic planning, eastern Europe, 31-34 


Egypt: 
cotton exports to UK and US, 94 
terms of trade, 63 


Electric power, production, Taiwan, 51 


Employment: 


eastern Europe, 29 
international conferences on, 10 
private enterprise countries, 17, 21 


USSR, 32 


Employment, non-agricultural, eastern Eu- 
rope, 29 


Equipment, industrial, 116 


Europe, eastern: 
co-ordination of economies, 34 
demand for capital goods and raw mate- 

rials, 109 

economic planning, 31-34 
economic trends, 28-34 
exports to rest of the world, 112-13 
exports to US, 113 
grain exports to Egypt and India, 113 
imports, 110-12, 117 
income, national, 28, 29 
intra-eastern European trade, 114 
quantum of trade, 9 
trade with western Europe, 109 


Europe, western: 

balance of payments, 7, 65-89 

coal shortage, 6 

consumption, 23 

decline in economic aid from US, 70 

definition, 65n. 

demand for agricultural products and 
raw materials, 109 

dollar deficit, 77-79 

exports, 71 

exports to primary producing countries, 
98 

exports to US, 78 

internal payments relations, 79 

merchandise trade surpluses, 7 

non-dollar transactions, 78 

raw material imports, 58-59 


Index 


Europe, western (continued) 

restriction of exports to centrally 
planned economies, 110-12 

terms of trade, 62, 78 

trade balance, 17 

trade balance with Latin America, 101 

trade balance with oversea sterling area, 
101 

trade balance with primary producing 
countries, 100 

trade with eastern Europe, 109 

US economic aid to, 70 


European Payments Union, 79-82 
changes in surplus and deficit positions, 
80 
creditor position of Belgium, 80-82 
creditor position of UK, 83 
credit position of sterling area, 85 


Exchange rates, changes, 3 
Export Control Act of 1949 CUS} Si1L0n: 


Export earnings: 
Indonesia and Malaya, 93 
primary producing countries, 90-96, 108 
Export licences, 110 
Export profits: 
reinvestment, Latin America, 44 
western Europe, 25 
Export restrictions, 9 
France, 73 


Exports, 71-73, 90-96 
expansion, 29 
_“~ private enterprise economies, 22 
quantum in Australia, Sweden and 
United Kingdom, 22 
under-developed countries, 3 
United Kingdom, 22 


F 


Far East: 
economic position, 38-51 
terms of trade, 38 
tats and oils, export earnings, 91 
Philippines, 95 
Fertilizers, production, 
51 
Fibres: 
export earnings, 91 
prices, 59 
Finland: 
coal imports from Poland, 112 
position in east-west trade, 110 
timber exports, 94 


Foodstuffs: 
export earnings, 95, 96 
exports, 63 
import by eastern Europe, 29 
import by Latin America and India, 100 
import by primary producing countries, 
98 
import by western Europe, 77 
prices, 7, 25 
production, Latin America, 44 
stockpiling, 6 
Food supply: 
Canada, 25 
effect on real wages, 26 
India, 47 


China (Taiwan), 
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Food supply (continued) 
Poland, 30 
Romania, 30 

Foreign exchange: 


primary producing countries, 90 
under-developed countries, 3 


Foreign exchange reserves, see Gold and 
foreign exchange reserves 
Formosa, see China (Taiwan) 
France: 
balance of payments, 9, 65, 80 
consumption, 23 
decline in exports to planned economies, 
lah 
deficits (1951) with European Pay- 
ments Union, 80 
dollar deficit, 77 
exports, 73 
food supply, 26 
import restrictions, 9 
imports, 73 
industrial production, 15, 20 
intra-European surplus in favour of, 79 
investments in oversea territories, 104 
raw material imports, 55, 58, 59 
residential construction, 17 
rise in gross national income, 15 
rise in profits, 27 
wages, money, 26 
wages, real, 26 
trade balances, 75 


Frankfurt Agreement, 113 
Freight rates, 102 


G 


Germany, east-west trade, 113 
Germany, eastern: 
agricultural production, 29 
demand-supply situation, 30 
food imports, 29, 115 
intra-eastern European trade, 116 
rise in investment, 29 
trade, 114 


Germany, western: 

coal imports from Poland, ap 

consumption, 20, 23 

cost of living, 25 

decline in exports to planned economies, 
111 

deficit with European Payments Union, 
79 

export profits, 25 

gross national product, 15, 19 

import restrictions, 15 

industrial production, 15, 20 

payments agreements with sterling area, 


private investments, ap 
raw material imports, 58 
residential construction, 7 
rise in government expenditure, 22 
rise of import unit values, 25 
shift in income distribution, 20,25 
trade balances (1951), 75 
unemployment, 17, 22 
wages, real, 26 

Gold and foreign exchange reserves, 9, 

67, 104 


accumulation in western Europe, 77 


| 


Gold and foreign exchange reserves 
(continued) 

liquidation in payment for dollar defi- 

cits, 68 

oversea sterling area, 104 

rise, 96 

sterling area, 85 

under-developed countries, 10 

UK, 80, 82 


Gold stocks, liquidation, Taiwan, 50 


Government expenditures, 17 
India, 47 
Philippines, 49 
private enterprise economies, 22 


Grain: 
demand for, in eastern Europe, 112 
production in eastern Europe, 29 
US exports to Europe and India, 68 
western European imports, 113 


Gross national product: 
changes in, 15, 17, 19, 25 
consumption equivalent, 19 
Far East, 45 
increase in Latin America, 44 
Japan, 47 
Latin America, 38, 44-45 
Philippines, 48 
primary factors in increases, 20 
private enterprise economies, 22 
profit component, 27 
rate of increase, 25 
ratio of consumption to, 23 
rise less than in industrial production, 

21 

United States, 23 


H 


Hard and soft currency countries, 82 


Hoarding: 
effect on production, 4 
of raw materials, 56 
Hong Kong: 
export earnings, 91n. 
exports, 117 
trade with mainland China, 117 
Housing, see Residential construction 
Hungary: 
demand-supply situation, 30 
derationing, 30 
economic planning, 33 
food supply, 29 
grain exports, 113 
imports from USSR, 115 
industrial production, 28 
intra-eastern European trade, 117 
investment rise, 29 
manpower shortages, 29 
output of bread grains, 29 
rationing, 30 
Hydroelectric developments, USSR, 33 


I 


Import prices, effect on real wages, 26 
Import restrictions, 7, 9, Al, 69, 70, 98 
France, 9 
under-developed countries, 3 
UK, 9, 80 


western Germany, 75 
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Imports, 70-73, 96-100 
Australia, 22 
China (People’s Republic), 36n. 
composition of, 98-100 
demand for, by primary producing coun- 
tries, 98 
increase in prices, 25 
private enterprise economies, 22 
quantum, 71, 96-98 
Sweden, 22 


unit values, 25 


Income: 
distribution, 23, 25 
proportion spent on consumption, 23 
rise, 20 
Income, national: 
eastern Europe, 28, 29 
Japan, 47 
Latin America, 45 
USSR, 31 
Income and demand levels, 82 


Income tax: 
effect on real wages, 26 
US, 26n. 
India: 
agricultural production, 45 
consumption, 47 
economic conditions, 45-47 
export earnings, 94 
food supply, 47 
foreign trade, 38 
imports of capital goods, 99 
imports of food, 100 
industrial production, 45, 46 
inflationary pressures, 45 
sterling balances, 87 
trade balance, 46 
trade with China mainland, 118 
Indonesia: 
export earnings, 93 
imports from US, 68 
imports of capital goods, 99 
terms of trade, 63 
Industrial equipment, USSR exports, 115 
Industrialization, USSR, 32 
Industrialized countries: 
increases in consumption, 10 
terms of trade, 7 
Inflation, Taiwan, 50 
Inflationary pressures: 
India, 45 
Philippines, 45, 50 
International Bank for Reconstruction and 
Development, 104 
International trade and payments: 
disequilibrium, 7, 10, 89 
effect of raw material boom, 55-64 
fluctuations between surpluses and 
shortages, 11 
increase, 3 
International Wheat Agreement, 7n., 63 
Intra-European balances, 79-82 
Inventories: 
accumulation, 4, 9, 56-59, 73, 88 
accumulation in eastern Europe, 29 
accumulation in US, 23 
changes in, 88 
effect of gains on profits, 26 


Inventories (continued) 
investment in, 22 
investment in, Latin America, 44 
investment in, Philippines, 49 
involuntary accumulation, 25 
valuation, 58n. 
western Europe, 82 


Investments: 
increase, 17 
Latin America, 44 
rise in eastern Europe, 29 
USSR, 32 
Yugoslavia, 34 


Investments, direct, decline in, 104 


Investments, foreign, 69 
in primary producing countries, 103 
Investments, private: 
effect of Korean hostilities on, 17 
Latin America, 41, 44 
rise, 22 
in primary producing countries, 104 


Investments, public: 
Latin America, 41 


Investment goods: 
UK, 22 

Investment in plant and equipment: 
India, 46 
Japan, 47 

Iran: 


trade balance, 98n. 
UK replacement of oil imports from, 85 


[reland, coal imports from Poland, 112 


fron ore: 
consumption in US, 56 
eastern European demand for, 115 
export from Sweden to eastern Europe, 
112 


Italy: 

consumption, 20, 23 

cost of living, 25 

decline in exports to planned economies, 
iil 

export profits, 25 

private investments, 22 

residential construction, 17 

rise of import unit values, 25 

shift in distribution of income, 20 

surplus with European Payments Union, 
81 

trade balances, 75 

unemployment, 17, 22 

wages, real, 26 


Japan: 
agricultural production, 45 
balance of payments, 65-89 
consumption, 45, 47 
decline in economic aid from the US, 70 
dollar deficit, 78 
economic conditions, 47-48 
export of textiles, 100 
exports, 71 
foreign trade, 38 
gross national product, 47 
imports from US, 68 
income, national, 47 
industrial production, 45 
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Japan (continued) : 

payments agreements with sterling area, 
87 

quantum of exports to primary produc- — 
ing areas, 64 

raw material imports, 58 

sterling balance, 78 

terms of trade, 62, 74 

trade balance, 47, 74, 75 

trade with mainland China, 118 

US payments against special purchases, 
68, 68n. 


Jute: 
decline in exports to eastern Europe, 112 
export earnings, 91 
export earnings by Pakistan, 94 


K 


Korean hostilities, effect on: 
buying, 3 
dollar supply, 67 
industry, 4 
petroleum production, 94 
prices, 25 
private investment, 17 
production, 15 
raw material prices, 9 
US demand, 17 
US terms of trade, 62 
world demand, 71 
world trade, 55 


L 


Labour supply: 
distribution in USSR, 32 
eastern Europe, 29 


Land redistribution, mainland China, 35 


Latin America: 
coffee exports, 95 
consumption, 41, 44, 45 
cost of living, 45 
economic position, 38-51 
export earnings, 96 
flow of capital to, 104 
gold reserves, 105 
imports, 98 
imports of capital goods, 99 
imports of food, 100 
imports of passenger cars, 100 
increase in dollar supply, 68 
payments to US, 102 
reduction in sterling holdings, 105 
terms of trade, 38, 40 
trade balances, 44 
trade surpluses, 101 
trade with US, 96 


Lebanon, terms of trade, 63 
Livestock: 

eastern Europe, 29 

USSR, 31n., 32 
Loans and grants, 10, 11n. 


Luxury goods, imports by under-developed 
countries, 9 


M 


Malaya: 
export earnings, 93 
imports, 98 
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Malaya (continued) 
improvement in terms of trade, 63 
rubber and tin exports, 102 
trade balance, 98n. 


Manganese ore, US imports from USSR, 
113 


Manpower shortages, eastern Europe, 29 
Manufactures: 
imports by primary producing countries, 
98 
inventories in US, 58 


Meat: 
demand for, in eastern Europe, 112 
exports from Argentina to UK, 96 
production decline, Latin America, 44 
shortage in Poland, 30 


Metals, non-ferrous: 
decline in exports to eastern Europe, 112 
exports from Canada, 94n. 
Mexico: 
agricultural production, 38 
consumption, 42, 44 
cost of living, 43 
cotton exports, 94 
economic situation, 38 
gross national product, 44 
industrial production, 44 
private investments, 4) 
public investments, Al 
quantum balance of trade, 40 
terms of trade, 40, 44, 63 


Middle East: 
“imports of passenger cars, 100 
petroleum production, 102 
Military expenditures, increases, 22, 25 


Monetary reform, Poland, 30 


N 


National Government of China, see China 
(Taiwan) 

Nationalization of industry: 
China (People’s Republic), 35 
Yugoslavia, 34 

Netherlands: 
agricultural production, 21 
consumption, 19-20, 23 
deflationary policies, 75 
gross national product, 19, 21 
industrial production, 15 
investment in inventories, 23 
private investments, 22 
productivity, Pil 
quantum balance, 17, 22 
reductions in subsidies, 25 
residential construction, 23 
shift in distribution of income, 20 
surplus with European Payments Union, 

80 

taxes, 25 
terms of trade, 76 
unemployment, 22, 
wages, real, 25 

New Zealand: 
terms of trade, 63 
wool exports, 94 

Norway: 
consumption, 23 
government expenditure, 17 


Norway (continued) 
gross national product, 19 
imports, 73 
private investment, 17, Baye 
terms of trade, 23, 62n., 74, 76 
trade deficit, 75 
wages, real, 25-26 


O 


OEEC, see Organisation for European Eco- 
nomic Co-operation 


Organisation for European Economic Co- 
operation (OEEC) : 

Coal Committee, 77 

quantum of exports to primary produc- 
ing areas, 64 

restrictions relaxed on private trade in 
goods and services, 79 

trade balances, 74 


Oversea sterling area, see Sterling area, 
oversea 


Pakistan: 
jute exports, 94 
sterling balances, 87 
terms of trade, 63 
trade with mainland China, 118 


Petroleum: 
Canada, 103 
export earnings, 91, 95 
Petroleum producing countries, balance of 
payments, 108 


Petroleum products: 
eastern Europe, 115 
US exports to western Europe, 68 
Philippines: 
agricultural production, 45 
commercial construction, 49 
consumption, 49 
economic conditions, 38, 48-50 
fat and oil exports, 95 
gross national product, 48 
imports from US, 68 
imports of capital goods, 99 
industrial production, 45, 48 
inflationary pressures, 45, 50 
investment in inventories, 49 
trade balance, 49 


Planned economies, 3, 28-37 
deterioration in trade relations, 3 
economic isolation, 64 
industrial production, 4 
international trade, 9 
trade balance, 109-18 


Poland: 
agricultural production, 29 
bacon exports, 113 
coal exports, 112, 115 
demand-supply situation, 30 
food supply, 30 
imports from USSR, 115 
industrial production, 28 
intra-eastern European trade, 116 
investment rise, 29 
lack of fodder, 29 
manpower shortages, 29 
monetary reform, 30 


Poland (continued) 
trade agreement with USSR, 116 
wages, real, 30 
Portugal, surplus with European Payments 
Union, 81 
Potatoes, production in eastern Europe, 29 
Prices, 55 
Latin America, 44 
rise, 3 
rise in under-developed countries, 3 
rising trend, 25-27 
Prices, retail: 
China (centrally planned), 36 
China (Taiwan), 51 
Prices, wholesale, India, 47 


Primary commodities: 
prices, 91 
techniques for stabilizing demand and 
prices, 11 
see also Raw materials 
Primary producing countries: 
balance of payments, 9, 64, 100-107 
commodity composition of imports, 98 
decline in foreign exchange reserves, 100 
dollar increase, 68 
gold, dollars and sterling reserves, 105 
imports, 64, 98 
international trade and payments, 90-108 
Primary products, international confer- 
ences to stabilize demand for, 10 
see also Raw materials 


Private enterprise economies, 3 
economic changes, 15-27 
idle productive capacity, 10 
industrial production, 4 
reduction of trade with planned econo- 
mies, 9 
Production, gap between industrial and 
under-developed countries, 11 


Production, agricultural: 
China, mainland, 36 
decline in eastern Europe, 29 
Far East, 45 
India, 45 
Latin America, 38 
Philippines, 48 
private enterprise countries, 15, 21 
USSR, 31 
Yugoslavia, 34 


Production, industrial: 
China mainland, 36 
decline, 25 
eastern Europe, 28 
Far East, 45 
increase, 3, 4 
India, 46 
Latin America, 38, 44 
Philippines, 45, 48 
private enterprise economies, 15, 20 
USSR, 28, 31 
Yugoslavia, 28, 34 
Productive capacity, excess, 3 
Productivity: 
China mainland, 36 
effect of rise on real wages, 26 
increases in, 17 
private enterprise economies, 21 


USSR, 32 
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Profits: 
corporate, 26 
effect of inventory gains, 26 


rise, 25 
Q 
Quantum balance, definition, 17n. 
R 
Rationing: 


eastern Europe, 30 
Romania, 30 


Raw material exporters, terms of trade, 7 


Raw materials: 
boom, 22, 25, 40, 55-64, 91 
exports, 9 
factors responsible for increased de- 
mand, 55-59 
fall in demand, 59 
hoarding, 4 
home-produced, 25 
imports by primary producing countries, 


imports by western Europe, 58-59, 77 

prices, 3, 4, 6, 19, 23, 25, 38, 55, 59-64, 
82-88 

supply, 6 

trade between eastern European coun- 
tries, 116 

see also Primary commodities 


Rearmament programmes, 3 
effect on balance of payments, 65, 88 
effect on productivity, 10 
see also Korean hostilities 


Reconstruction, post-war, 10 
Reconstruction Finance Corporation, buy- 
ing of rubber and tin through, 59 

Residential construction, 17 
credit restrictions in US, 94 
increase in US, 17 
Latin America, 44 
reduction, 22 
restrictions on, 22 
Restrictions, import, see Import restric- 
tions 
Restrictions on dollar imports, see Dollar 
imports—restrictions 
Retail prices, see Prices, retail 
Rice: 
production, China (Taiwan), 51 
trade, 63 
Romania: 
demand-supply situation, 30 
economic planning, 33 
food supply, 29, 30 
grain output, 29 
imports from USSR, 115 
industrial production, 28 
intra-eastern European trade, 117 
rationing, 30 
trade, 114 
trade agreement with USSR, 116 


Rubber: 
consumption in US, 56 
decline in exports to eastern Europe, 
112 
export earnings, 91 
export earnings by Indonesia and Ma- 
laya, 93 


Rubber (continued) 


exports, 63 
prices, 6, 7, 25, 59, 91 


Ss 


Saving, compulsory, Denmark, 23n. 


Scandinavian countries: 
indirect taxes, 25 
reductions in subsidies, 25 
South Africa, Union of, see Union of 
South Africa 


Speculation, 73, 84, 89 
see also Buying, anticipatory and specu- 
lative 


Steel: 
exports from Belgium, 23 
production, Chile, 44 
production, United Kingdom, 6 
shortage, 73 
Sterling area: 
decline in gold and dollar reserve, 86 
deficits with other European Payments 
Union countries, 85 
exports, 59 
gold and dollar deficit, 85 
loss of gold and dollar reserves, 68 
raw material prices, 82 
reduction of imports from dollar area, 
86 
restriction of imports of dollar goods, 
88n. 
trade with dollar area, 84-86 
trade with UK, 86-88 


Sterling area, oversea: 
deficits on current transactions with 
UK, 87 
dollar pool, 87 
export earnings, 96 
gold, dollar and sterling reserves, 104 
imports from continental western Eu- 
rope, 80 
imports of capital goods, 99 
imports of passenger cars, 100 
payments to UK and US, 102 
restrictions on dollar imports, 67 
trade balance with US, 70n. 
trade balances, 87 
trade surpluses, 87, 100 
trade with mainland China, 117 
trade with western Europe, 96 
Sterling area commodities, prices, 59 
Sterling balances, 87 
held in US, 69 
Japan, 78 
see also Gold and foreign exchange re- 
serves 
Strategic materials, allocations in United 
Kingdom and United States, 22; see 
also United Kingdom — stockpiling; 
United States—stockpiling 
Subsidies, reduction in western Europe, 
23 
Sugar: 
decline in exports, Cuba, 44 
export earnings, 91, 95 
production, China (Taiwan), 51 


Sugar-beets, production in eastern Europe, 
29 


Sweden: 
agricultural production, 21 
coal imports from Poland, 112 
consumption, 19, 23 
consumption equivalent of gross na- 

tional product, 20 

consumption of durable goods, 23n. 
exports, 22, 112 
gross national product, 19 
imports, 22, 73 
industrial production, 15 
iron ore production, 115 
terms of trade, 23, 62n., 74, 75 
timber exports to UK, 58n. 
wages, real, 26 

Switzerland: 
coal imports from Poland, 112 
deterioration of trade balances, 75 
raw material imports, 58 


Syria, terms of trade, 63 


a} 
Taiwan, see China (Taiwan) 


Tariff concessions, to eastern Europe by 
US suspended, 113 


Taxation, increase: 
Canada, 23 
United States, 23 
western Europe, 23 


Tea, production, China (Taiwan), 51 


Terms of trade, 7, 22 
Argentina, 45 
Australia, 23n. 
changes in, 3, 23, 59-64, 73, 77, 96 
Chile, 45 
effect on gross national product, 19 
Far East, 38 
Latin America, 38, 40 
moderating factors, 76 
shift as result of Korean hostilities, 55 
Turkey, 74 
under-developed countries, 3, 62 
United Kingdom, 22 
Textile industries: 
eastern Europe, 115 
India, 46 
Textiles, imports by Middle Eastern coun- 
tries and oversea sterling area, 100 
Thailand, imports from US, 68 
Timber: 
consumption in US, 56 
demand for, in eastern Europe, 112 
export earnings by Canada and Finland, 
94 
exports from Norway and Sweden, 23 
exports from US to western Europe, 68 
imports by UK from USSR, 113 
Tin: 
export earnings, 91 
export earnings by Bolivia, 94 
export earnings by Indonesia and Ma- 
laya, 93 
exports, 63 
prices, 6, 7, 25, 59, 91 
Tourist trade, Mexico, 40n. 
Trade deficits: 
increase, 74 
reduction, 74 
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Transport of goods, payments for, 102 
Turkey: 

terms of trade, 74 

trade balances, 75 


U 


Under-developed countries: 
adequate international flow of capital 
needed, 11 
capital goods import, 9 
financing development of, 10 
food imports, 6 
foreign exchange reserves, 10 
industrial production, 4 
international conferences on develop- 
ment of, 10 
need of capital, 10 
need of equipment, 11 
production, 3 
production and consumption, 10 
terms of trade, 3, 62 
see also Primary producing countries 
Unemployment: 
private enterprise economies, 17 
reductions, 21 
rise in some countries, 3 


Union of South Africa: 
flow of capital from UK, 104 
flow of long-term capital to, 103 
imports of capital goods, 99 
terms of trade, 63 
wool exports, 94 


_Adnion of Soviet Socialist Republics: 

agricultural production, 29 

coal imports from Poland, 115 

collective farms, amalgamation, 32 

consumption, 32 

demand-supply situation, 30 

economic planning, 31-33 

exports to Poland and Romania, 115 

exports to rest of eastern Europe, 115 

five-year plan, 31-33 

five-year trade agreement with Czecho- 
slovakia, 115 

food exports, 115 

food imports, 29, 1S 

foreign trade, 114 

grain exports, 113 

income, national, 31 

industrialization, 32 

industrial production, 28, 31 

investments, 32 

jron ore production, 115 

timber exports, 113 

trade, 114 

trade agreements with other countries of 
eastern Europe, 116 

USSR-Romanian oil enterprise, 115 


United Kingdom: 

bacon imports, 113 

balance of payments, 9, 65, 80 

capital account, 85 

changes in inventory policy, 88 

consumption, 23 

decline in dollar supply, 68 

decline in exports to planned economies, 
111 

decline of surplus with rest of sterling 
area, 87 

deficits, 83 


United Kingdom (continued) 

deficits with oversea sterling area, 78 

deficits (1951) with European Payments 
Union, 80 

dollar deficit, 70, 77, 87 

exports, 22, 73, 83 

foreign exchange position, 22 

government expenditure, 17 

gross national product, 19, 21 

import restrictions, 9, 80 

imports, 73, 83 

industrial production, 20 

intra-European surplus in favour Ohi (A 
83 

investment activity in oversea sterling 
countries, 104 

meat imports from Argentina suspended, 
96 

payment on loans to US and Canada, 86 

private investments, D2, 

raw material imports, 55, 58, 59 

relation of corporate profits to gross 
national product, 26 

restrictions on dollar imports, 67 

rise in export surplus with rest of ster- 
ling area, 87 

rise in gross national income, 15 

rise of import unit values, 25 

steel industry, 6 

stockpiling of strategic materials, 83 

surpluses with European Payments 
Union, 87 

terms of trade, 22, 76, 82, 83 

timber imports from Sweden, 58n. 

timber imports from USSR, 113 

trade balance, 74, 75, 82-88 

trade balance with Latin America, 101 

trade balance with oversea sterling 
area, 101 

trade balance with primary producing 
countries, 100 

trade balance with rest of sterling 
area, 87 

trade with dollar area, 84-86 

trade with rest of sterling area, 86-88 


United Kingdom Timber Control, 58n. 


United States: 

agricultural production, 21 

balance of payments, 65-89 

construction boom, 94 

consumption, 20, Ds 

conversion of sterling, 86 

cost of living, 25 

cotton production, 94 

decline in exports, 3 

decline in personal income allocated to 
consumption, 20 

decrease in food production, 15 

deficits of rest of the world with, 7, 65, 
70 

demand for imports, 20 

economic recovery, 

export of consumer goods, 99 

export of capital goods, 98 

export of goods and services, 69 

export of military goods and services, 
67n. 

export of non-military goods, 68 

exports to primary producing areas, 64 

foreign financial assistance, 65-71 

government expenditure, i 


United States (continued) 

gross national product, 23 

import changes, 69, 70 

imports from eastern Europe, 113 

imports of merchandise for consump- 
tion, 68 

imports of raw materials, 82 

income tax increases, 26n. 

industrial production, 15 

inventory policy changes, 88 

investment in inventories, 23 

loss of gold and dollar reserves to rest of 
world, 67 

merchandise trade surpluses, 7 

military expenditures, 22 

military grants, 67n. 

outflow of long-term capital to primary 
producing areas, 104 

outflow of private capital and dona- 
tions, 67 

private investments, we 

quantum balance, 17 

raw material imports, 56, 59 

rearmament, 4 

relation of corporate profits to gross na- 
tional product, 26 

residential construction, 17, 22 

restriction of exports to 
planned economies, 110-12 

revival of business activity, 59 

rise in export prices, 67n. 

rise in prices of home-produced raw ma- 
terials, 25 

stockpiling of strategic materials, 25, 
56, 73, 93 

terms of trade, 62, 76 

tin imports, 94 

trade balance with Latin America, 101 

trade balance with oversea sterling area, 
101 

trade balance with primary producing 
countries, 100 

trade balances (1951), 75 

trade with mainland China, 117 

unemployment, 21 


centrally 


United States armed forces: 
purchases of goods and services, 70 


Uruguay: 
terms of trade, 63 
wool exports, 94 


Vv 


Venezuela, petroleum production, 102 


W 


Wages: 
increase, 3, 25 
Philippines, 50 


Wages, money, effect of changes in, on real 
wages, 26 


Wages, real: 
Poland, 30 
Yugoslavia, 30 


Western Europe, see Europe, western 
Western Germany, see Germany, western 
Wheat, production in Argentina, 96 
Wheat Board (Canada), 20 
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Wood-pulp: 
consumption in US, 56 
exports from Norway and Sweden, 23 


Wool: 
export earnings, 91, 94 
exports, 63 
exports from Argentina, 96 
exports to eastern Europe, 112 
DEICES,10;.(.22n.. Zany, 25,59, 9) 


World trade, see International trade and 
payments 


World War, Second (continued) 
effect on production and trade, 9 


effect on production in under-developed 


countries, 6 


Y 


Yugoslavia: 
consumption, 29 
demand-supply position, 30 
derationing, 30 
economic planning, 34 
export earnings, 91n. 


d 


Yugoslavia (continued) 


grain output, 29 

industrial production, 28, 34 
investment, 29, 34 

manpower shortages, 29 
military expenditures, 29 
nationalization of industry, 34 
position in east-west trade, 110 
wages, real, 30 


Z 


Zinc, consumption in US, 56 


